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The Adjustment of Wages 
to Changes in the Cost of Living 


by 
Bert ZOETEWEIJ 
International Labour Office 


In periods of changing prices the adjustment of money wages 
to fluctuations in the cost of living usually becomes a major issue 
in wage negotiations. During and after both world wars this problem 
aroused considerable interest, and has often led to industrial friction. 

The following article reviews the various methods at present 
employed for adjusting wages to changes in the cost of living, considers 
some of the practical problems that arise when arrangements are 
made for systematically linking wages to consumer prices, and dis- 
cusses certain of the advantages and disadvantages of such schemes. 


AGES have always tended to change following changes in 
prices, even in the absence of specific agreements or 
regulations providing for such adjustments, and this phenomenon 
is easy to understand. In most cases price fluctuations reflect 
changes in demand for commodities and these usually result in 
changes in the demand for labour. However, as wages are gener- 
ally fixed for some specified period and negotiations on new wage 
agreements take some time, wages will normally lag behind prices. 
If the employers suffer when the prices of their products fall and 
wages cannot be adjusted at short notice, the workers suffer when 
prices rise. 

Workers have therefore sought to protect themselves by 
securing agreements for early, if not immediate, compensation 
for increases in the cost of living. In the following pages, such 
arrangements will be briefly examined in order to see how far 
they provide compensation for rises in the prices of consumer 
goods. From this point of view the most important aspects to be 
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taken into account are (1) the index used for measuring the 
increase in the cost of living ; (2) the timing of the wage adjust- 
ments ; and (3) the formula used for calculating the increase in 
wages. 


The Development of Wage Adjustment Systems 


The idea of periodic wage adjustments intended to maintain 
workers’ living standards seems to date back to the end of the 
eighteenth century. In 1780 measures were taken for the equit- 
able adjustment of payments to American soldiers in view of the 
continuous fall in the purchasing power of money as a consequence 
of the War of Independence, and a crude cost-of-living index 
was established in that year in Massachusetts.! In 1795 the need 
for an adjustment of agricultural workers’ earnings by linking 
their wages to food prices was discussed in the British House of 
Commons.? 

Partly because of the difficulty of constructing appropriate 
indices of the cost of living, but probably also because of the 
relative weakness of the workers’ organisations, these older pro- 
posals were rarely applied in practice. 

During the period of active wartime inflation from 1916 to 
1920, however, schemes for the automatic adjustment of wages 
developed rapidly. The need for such arrangements had increased 
considerably with the steep rises in prices; trade unions had 
gained sufficient strength to be able to demand effective pro- 
tection of their members’ real incomes; and price indices, of 
varying quality, were becoming available in an increasing number 
of countries.® 


1 See Willard C. FiscHer: “ The Tabular Standard in Massachusetts 
History ”, in Quarterly Journal of Economics, May 1913, pp. 417 ff. 


? A systematic treatment of the question appeared in 1822 in a work 
entitled The Present State of England with Respect to Agriculture, Trade 
and Finance, with Comparison of the Prospects of England and France by 
the Scottish merchant, _—— Lowe. The author recommended the con- 
struction of an index of cost of living and undertook some inquiries into 
habits of family expenditure. Later on, poops for the systematic 
adjustment of wages to changes in the cost of living were advanced on the 
European continent by the Swiss statistician, Chatelenat, and by the 
German trade union economist, Adolf Braun. See Pierre Léon Hirscu: 
Les vécentes échelles mobiles de salaires (Paris, 1929), pp. 21 ff. 

* For the history of wages and — during this period, see 
A. L. Bowtey: Prices and Wages in the United Kingdom, 1914-1920; 
L. MARCH : Mouvement des prix et des salaires pendant la Guerre ; A. GUNTHER 
and W. ZIMMERMANN: Die Einwirkung des Krieges auf Bevdlkerungs- 
bewegung, Einkommen und Lebenshaltung in Deutschland and other studies 
which appeared in the Economic and Social History of the World War 
Series (edited by James T. Shotwell). For developments during the early 
st-war years, see the following articles in the International Labour 
eview, C. FORCHHEIMER : “ Sliding Wage Scales in Austria” (July 1924) ; 
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Many of the schemes instituted during and shortly after the 
1914-1918 war were later discontinued, but the period of rapidly 
rising prices during and after the second world war led to a 
revival of the idea in many countries. At present methods of 
adjusting wages to changes in the cost of living are applied (for 
varying proportions of the wage-earning population) in most 
industrialised and other economically advanced countries. In 
some cases collective agreements contain provisions for sliding 
scales or “ escalator clauses ” under which wages are automatically 
adjusted to movements in the cost of living; in other cases 
statutory minimum wage regulations provide for the automatic 
adjustment of a minimum or “basic” wage; and in others 
changes in consumers’ prices are explicitly or tacitly recognised 
as a factor to be taken into account in wage revision. 

Sliding scales or escalator clauses are now widely used in trade 
union wage agreements in Belgium, Denmark, Italy and Luxem- 
bourg. To a lesser extent these arrangements are also found in 
Canada, France, the United Kingdom and the United States. 
An agreement concluded in November 1950 between the Norwegian 
Employers’ Confederation and the Norwegian Confederation of 
Trade Unions also provided for half-yearly wage adjustment on 
the basis of the cost of living. A similar system existed during 
and shortly after the last war in Sweden. In Australia virtually 
all wage rates are adjusted periodically on the basis of a cost- 
of-living index. In Chile, Mexico, New Zealand, Peru and Uruguay 
changes in the cost of living are among the factors taken into 
account in the general revision of minimum wages which is made 
from time to time. In France automatic adjustment of the legal 
minimum wage is at present under consideration. In Austria 
wages have been regularly raised under the price-and-wage agree- 
ments concluded between the Government and employers’ and 
workers’ organisations so as to compensate workers for the con- 
sequences of revisions of the price and subsidy system ; there 
have been five such agreements since 1947. In the Netherlands, 
where all wages are controlled by the Board of State Conciliators 
subject to general policy directives issued by the Government, 
changes in the cost of living are one of the main considerations 
on which the wage policy is based. In Finland sliding-scale 
arrangements are also widely used, though the Government has 
at times intervened as part of its general wage and price policy, 


J. SzTuRM DE SzTREM, “ Wage Problems in Poland during and after the 

War” (September 1924) ; F. Sitz_er, “ The Adaptation of Wages to the 

Depreciation of the Currency in Germany” (May 1924); and D. Pap, 

an Adaptation of Wages to the Cost of Living in Hungary ” (February 
5). 
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first by suspending them temporarily, and later by altering the 
index on which they are based. In the Federal Republic of 
Germany collective agreements do not provide for automatic 
adjustments of wages, but in the latter part of 1950 and early 
in 1951 an increasing number of these agreements were being 
concluded for such short periods that fairly frequent adjustments 
of wages to changes in the cost of living were in fact taking place. 

The latter procedure is, indeed, very similar in effect to the 
so-called wage reopening clauses, under which parties to collective 
wage agreements are entitled to reopen negotiations as soon as the 
cost of living has changed by a certain amount. Such clauses occur 
in certain agreements in the Federal Republic of Germany, Swit- 
zerland, the United Kingdom and the United States, and in a 
general agreement recently concluded between the Swedish 
Employers’ Confederation and the Swedish Confederation of 
Trade Unions. 

Thus, while the arrangements adopted differ in many respects, 
devices for a more or less systematic adjustment of wages to changes 
in the cost of living are nowadays applied to a considerable extent 
in most economically developed countries. 


MEASURING THE CosT OF LIVING 


The measurement of changes in the cost of living is a matter 
of following the fluctuations in the money cost of a given standard 
of living. Changes in the cost of living may be due to changes in 
the prices of consumer goods, changes in tastes, or changes in a 
number of other conditions which can be lumped together under 
the heading of “ environment ”. 

Among these categories the influence of prices is most obvious 
and, from the point of view of systematic adjustment of wages, 
usually by far the most important. It is at the same time the 
factor which can be measured with the least difficulty. 

Consumers’ tastes are the main factor determining patterns of 
expenditure and therefore the weights which should be given, in 
computing a cost-of-living index, to changes in the prices of different 
commodities. Since the principal divergencies of tastes in most 
countries are connected with differences of income and social 
environment, an index used for adjusting wages must be based 
on the consumption habits of wage earners. In most countries 
this condition is more or less satisfied. 


1 The exceptions include Bolivia, where the index is based on house- 
hold expenditure by the middle classes, and some African territories where 
an index is computed for the families of foreign officials. 
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The influence of what is here called “ environment ” is some- 
what more diverse. This item includes such factors as climate 
and social customs, which may vary so widely in large countries 
that a separate index is required for each region. Another factor 
is the availability of goods ; this is liable to radical changes, notably 
in periods of war or severe import restriction, when many important 
goods may disappear from the markets or become so scarce that the 
prices quoted for them no longer have any real bearing on the cost 
of a given standard of living. In such exceptional conditions the 
value of the cost-of-living index for wage adjustment becomes 
rather doubtful. This point will be taken up at the end of the 
present section. 

Changes in the cost of living due to price movements are meas- 
ured in most countries by one or more indices of “ cost of living ”, 
“consumer prices” or “retail prices”. The problems involved 
in constructing such indices are connected with the collection of 
prices at regular intervals and with the assignment of coefficients 
of importance (“ weights ”) to the individual items before these 
are averaged into a single index number.! 

Controversies regarding the adequacy of the average and of 
the system of weighting are frequent in negotiations for wage 
adjustments on the basis of the cost-of-living index. The main 
issues in such discussions usually arise out of the complete absence 
of certain items of consumption from the index (which means 
that such items have no weight at all) and the out-of-dateness of 
the system of weighting (which means that certain items are given 
too much and others too little weight). 

In a sense, both these lines of criticism are well-founded. The 
number of items included in weekly, fortnightly or monthly inves- 
tigations of prices has to be limited to the most important com- 
modities for reasons both of practicability and of cost. Again, for 
similar reasons, data on family spending can only be collected at 
intervals. In any case, frequent revisions of the index (even if the 
data were available) would involve great expense and would also 
delay publication to such an extent that the index would lose 
much of its usefulness. The usual procedure therefore is to maintain 
the weights derived from such investigations for quite a long period. 

The interesting question in this respect, however, is not whether 
the inclusion or omission of certain items or an underestimation 
of the weights of other items affects the comparisons of cost of 
living, but rather to what extent such factors influence the result. 


1 Short descriptions of the methods followed in various countries for 
the calculation of their indices were published in International Labour 
Review, Vol. LVII, No. 6, June 1948, and Vol. LVIII, Nos. 1-5, July- 
November 1948. 
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So far as the coverage of the index is concerned, the price move- 
ments of a well-selected list of commodities will be representative 
(at least, in fairly normal times) of the price movements of a very 
much wider range of commodities. 

With regard to weighting, the evidence available seems to 
suggest that differences in weighting do not cause substantial 
differences in cost-of-living indices. The Belgian index of retail 
prices, for example, to which most wages in that country are tied, 
is an unweighted index of 65 prices ; it excludes some important 
items like rents but includes such things as bowler hats and wooden 
shoes. There was also a cost-of-living index in Belgium before the 
war which covered 88 items, including rents and expenditure for 
social and intellectual purposes, with all items weighted. However, 
when both series are compared for the period from 1921 to 1939, 
during which there were substantial fluctuations in the price level, 
no wide differences between the two series are apparent. Another 
comparison can be made with the cost-of-living index for Buenos 
Aires. In the new index, computed on data from 1943, the number 
of items included is almost three times as great as that on which 
the old index was computed ; but, for the period from 1943 to 1945, 
there was little divergence in the two series, as can be seen from 
the following figures : * 


Old series New series 
eae’. 4 '. Vt, 100.0 100.0 
ee: O15 wile bbe 2 97.8 99.7 
SE hats of laste de 116.4 119.4 


If an index neglects large parts of total household expenditure 
it may misrepresent the true course of the cost of living. However, 
experience seems to show that even wide differences in the number 
of items included affect the index to a limited extent and that, 
in any reasonably comprehensive index, the omission or inclusion 
of a few items is not likely to affect wage adjustments materially.* 

The shortcomings of an index with respect to weighting are 
usually relatively small, so that it does not matter greatly if 
indices are based on antiquated family budgets rather than on 
up-to-date ones. In the Netherlands, for example, two series are 
available for consumer prices. One (series I) is based on a periodi- 


1 Raymond PuLinckx: “ Que vaut notre indice des prix de détail ? ” 
in Industrie (Brussels), April 1951, pp. 204 ff. 

2 Data from F. de ABrisguETaA and L. C. Gémez: Indices del Costo 
de la Vida Obrero en America (Washington, 1948). 

8’ Examples illustrating this statement as regards Canada, Switzerland 
and the United States can be found in an article by J. Rosen: “ On the 
Calculation of Cost-of-Living Index Figures” in Kyklos, No. 4, 1949, 
pp. 235 ff. 
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cally revised post-war budget for families with weekly incomes 
between 40 and 50 guilders, the other on a constant pre-war 
budget for families who in 1935-36 had an annual income of less 
than 1,800 guilders. For the period from 1946 to 1950 the two 
series are as follows :* 


Series I Series II 


September-October 1946. ..... 100 100 
September-October 1947. ..... 100 101 
November 1948. ......... 106 107 
September-October 1949. ..... 109 111 
September-October 1950. ..... 123 127 


In the United States a cost-of-living index based on family 
budgets for 1934-36 has been compared over the period March 
1935-December 1939 with a series based on such budgets for 
1917-18. For September 1937 the difference between series 
amounted to 1.1 per cent., but at all other quarterly dates it was 
0.6 per cent. (June 1939) or less.* 

Moreover, the difference between a price index based on an 
out-of-date family budget and one based on a recent budget is 
likely not only to be small but also to be favourable to workers 
whose wages are adjusted according to the former index. The 
above example taken from the Netherlands illustrates this point. * 
The tendency may be explained as follows: when prices are changing 
in different proportions, demand will tend to shift from relatively 
more expensive commodities to relatively cheaper substitutes 
which usually give less satisfaction. With a continually revised 
budget, however, this means that the commodities that are increas- 
ing least in price will get higher weights while those that are 
increasing more in price will get lower weights, so that the modern 
series will be lower than the out-of-date series. 


1 Figures derived from SocIAAL-ECONOMISCHE RaapD : Advies Inzake de 
in de naaste Toekomst te voeren Loon- en Prijspolitieh (The Hague, 1951), 
Appendix 1. 

2 Melville J. UtmEer: The Economic Theory of Cost-of-Living Index 
Numbers (New York, 1950), pp. 55 ff. At present the Bureau of Labor 
Statistics is again revising its cost-of-living index on the basis of more 
recent studies of buying habits; the new index takes into account such 
modern commodities as frozen foods and television sets. Between 15 January 
1951 and 15 January 1952 the est difference between the old and 
new series was 1.1 per cent. points (January 1952) or about 0.6 per cent. 

* In a recent report, prepared on behalf of the British Cost-of-Living 
Advisory Committee, it was calculated that if budgets of 1947 or 1950 
were used instead of the pre-war budget actually used the rise in the 
index of retail prices would only be a few points less. See The Economist, 
T5 March 1952, p. 636. 
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On the other hand, the appearance on the market of new, 
better or cheaper commodities enabling the consumer to satisfy 
his wants in a cheaper way will not be reflected in index numbers 
based on old budgets. Such index numbers will therefore tend to 
overestimate the true cost of maintaining a given level of satis- 
faction. 

In short, the evidence available seems to show that the problem 
of appropriate “ weighting ” of items in constructing index numbers 
to measure the impact of price fluctuations on the cost of main- 
taining living standards, though raising difficulties from the 
theoretical point of view, is not of such quantitative importance 
as to make carefully computed index series an inadequate measure 
for the adjustment of wages to changes in the cost of living. 

In certain conditions, however, the usual index may become 
inappropriate for adjusting wages to changes in the cost of living, 
as the changes are the result of factors other than price move- 
ments. This occurs in the cases referred to above where there are 
changes in tastes and “environmental” changes. The most 
important form of these in recent years has been the introduction 
of emergency measures of economic policy because of war, inflation 
or other serious circumstances. Where such measures include 
price control and rationing, consumers must use substitutes which 
are usually more expensive and of poorer quality ; cheaper qualities 
may be graded up; black markets may develop, and so on. In other 
cases workers and their families may have to move to centres 
of war production where, owing to congestion, prices may be 
considerably higher than in the regions they come from. Further- 
more, housewives may take jobs outside their homes which will 
involve them in greater expenditures for child care, for laundry 
service and for meals away from home. 

Such changes. occurred in most countries that were actively 
engaged in the last world war. In the United States they were 
the subject of lively discussion in connection with the adjustment 
of wages to the cost of living. The trade unions claimed that such 
forced changes in the manner of living and in quality ought to be 
reflected in an index which claims to give a picture of the cost of 
maintaining a given standard of living. They also calculated 
that, through its neglect of these factors, the index of the Bureau 
of Labor Statistics had underestimated the rise in the cost of 
living between January 1941 and December 1943 by nearly half. 

It became clear from this discussion that the term “ cost-of- 
living index ” is, under such special conditions, an inappropriate 
name for a series which only measures the impact of changes in 


1 See OFFICE OF ECONOMIC STABILISATION: Report of the President’s 
Committee on the Cost of Living (Washington, 1945). 
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prices and not of other circumstances which affect the cost of 
maintaining a standard of living. The Bureau of Labor Statistics 
series is now called a “ consumer price ” index. 

Adjustments of an index for changes in environment are feasible 
only to a limited extent. Deterioration of quality, for example, 
can be taken into account to the extent that it shortens the useful 
life of commodities. But it would be extremely difficult to measure 
the monetary equivalent of poorer transport services, deteriorated 
flavour of drinks and foods, and so on. Similarly, where price 
control exists, the index might take some account of black-market 
prices, high rents asked from sublessors in regions with a shortage 
of housing, etc. ; but apart from the fact that governments would 
probably oppose wage adjustments or other claims for higher 
income based on illegal transactions, it would in most cases be very 
difficult to obtain representative data enabling such prices to be 
included in the index.’ 

When government policies of rationing, price control and sub- 
sidies are applied, the index may be deliberately manipulated. In 
some countries trade unions have attacked government price poli- 
cies because they have aimed at stabilising the index instead of 
the cost of living. Governments may, if they consider the upward 
adjustment of wages to price rises undesirable, subsidise items 
which are severely rationed but which are weighted heavily in an 
index based on free consumption. Or they may strictly control 
the prices of commodities which appear in the index while permitting 
price increases for commodities which do not, so as to compensate 
entrepreneurs for losses on the former category of goods.* In such 


1 This term, which more adequately describes what the figures represent, 
is also applied to the monthly series published in this Review, following 
a resolution adopted by the Sixth International Conference of Labour 
Statisticians. 

2 The position is slightly different as ards changes in the manner 
of living caused by changes in the aaa at earning a living (housewives 
taking up jobs outside the home, migration to war production centres). 
Though it would probably not be impossible to revise the index in such 
a way as to take such changes into account, it is doubtful whether it would 
be desirable to do so. When certain groups of workers have to take up 
war jobs and to move to other more expensive regions, or to change their 
eating habits, this should be considered when their wages are determined. 
But the inclusion of such changes in the general index would hardly make 
sense. If wages were adjusted to such an index, the workers who incur 
the higher costs of living use they have to move would be compensated 
to a very limited extent only, since the weight of their expenditures in the 
aggregate index would be small. Other workers, who did not move, would 
get an arbitrary increase in their real wages. 


* An interesting account of such a policy was published in 1950 by the 
then Finnish Minister of Finance. See G. L. SUKSELAINEN: “ The 1950 
Battle of the Index”, in Economic Review (Helsinki, Kansallis-Osake- 
Pankki), 1950, No. 4. 
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cases, workers are not fully compensated for rises in their cost of 
living if their wages are adjusted to the official index. The prob- 
lem here, however, is not the quality of the index but the general 
attitude of governments towards problems of prices and wages 
and of their responsibilities regarding the national economy as a 
whole ; it is therefore not one of revising or adjusting the index 
but of general economic policy, which is beyond the scope of this 
article. 
TIMING OF WAGE ADJUSTMENTS 


With respect to the timing of adjustments of wages to the cost 
of living there are two main issues: (a) the base date to which 
changes in prices and wages are referred, and (}) the frequency of 
the adjustment. Given an appropriate formula of adjustment and 
an adequate index for measuring changes in the cost of living, the 
former determines the level of real wages which is to be stabilised, 
while the latter determines the accuracy with which the stabilisa- 
tion of real wages is maintained. Both are, therefore, key subjects 
of bargaining in agreements providing for wage adjustment. 

As to the base date, workers’ and employers’ negotiators will 
tend to insist on a date at which, in the light of subsequent and 
expected future developments, the relation between wages and 
prices was most favourable to them. For example, when escalator 
clauses were negotiated after the last world war in the United States, 
many trade unions argued for June 1946 as a base date, since at 
that time most price controls had only just been abandoned and 
real wages were relatively high. Some employers, on the other 
hand, favoured September 1939 when the real wages they paid 
were relatively low.1 But unless the relative bargaining strength 
of the parties concerned has suddenly changed substantially, the 
most likely outcome of negotiations will be the choice of a base 
date at which real wages were such that the corresponding money 
wage with which the new agreement has to start does not differ much 
from the wage prevailing at the time of signing the agreement. In 
many cases, therefore, the date of the new agreement or the date 
on which the previous wage agreement was concluded is adopted 
as the base date. 


1 See BUREAU OF NATIONAL AFFAIRS, INC.: Tying Wages to the Cost 
of Living, Special Report by the Staff (Washington, 1950), pp. 5 ff. Of 
course, what is a favourable base date for some employers may not be an 
advantageous date for others. 

2 An example of an exception is the agreement between the General 
Motors Corporation and the United Automobile Workers (C.I.0.) in May 
1948, which provided for an immediate adjustment of wages on the basis 
of the rise of the cost-of-living index between 1940 and April 1948, result- 
ing in an 8 cent per hour wage increase, while further adjustments were 
to be made on the basis of the wage-price ratio of April-May 1948. 
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The choice of the base date, and therefore the level at which 
real wages are stabilised, is not only of interest to the workers 
concerned, but it is also of general economic importance if the 
system of periodic wage adjustment is widely adopted. From a 
general economic point of view the level of real wages prevailing 
at a particular date may not at all correspond to the level of real 
wages which the economy could bear in the somewhat longer run. 
In several countries economists have pointed out that the level of 
wages established in arrangements for cost-of-living adjustments 
was too high in relation to the real resources of the economy. 

The frequency of adjustments to changes in the cost of living 
derives its importance from the fact that, while wages are adjusted 
for agreed periods during which they are to be held constant, price 
fluctuations occur, so to speak, from hour to hour. In times of 
continually rising prices this means that the flow of adjusted wages 
will be smaller than the flow of extra expenditure needed for main- 
taining a given standard of living. 

There are two main ways of making good such losses in work- 
ers’ purchasing power. One is by making the adjustments more 
frequently ; the other is by compensating wage earners for the 
loss in purchasing power during the preceding period or for the 
estimated increase of prices during the coming period. Shorten- 
ing the period of adjustment was characteristic of the period 
after the first world war in countries experiencing wild inflation. 
In Germany, for instance, the period of revision for most collective 
agreements was two months in 1921, one month in 1922, a fort- 
night at the beginning of 1923 and one week by the middle of 
that year.2 More recently, in April 1951, the existing general 
agreement for three-monthly adjustments of Belgian wages was 
revised to provide for two-monthly adjustments. There are, 
however, certain limits to the shortening of the period of adjust- 
ment. Many employers object to frequent revisions of wages 
because of the amount of work required to readjust and recalculate 
the payroll and also because it becomes increasingly difficult for 
them to estimate costs (for example, when submitting tenders 
to prospective clients). Moreover, when the period becomes 


1 See, for example, Franz Nemscuak: Der Weg zu einem gesamt- 
wirtschaftlichen Konzept (Vienna, Osterreichisches Institut fiir Wirtschafts- 
forschung, 1951), pp. 6-7 ; and G. L. SUKSELAINEN, loc. cit. 

2 F. Sitzcer, loc. cit., p. 646. 

’ The Bureau of National Affairs (op. cit., pp. 66-7) quotes an agree- 
ment in the Arizona building trade specifying that work on which definite 
commitments have already been made prior to a wage adjustment shall 
continue at the wage rate in effect when the commitments were made for 
a period of 90 days. The contract also provides that in such instances 
no job shall receive more than one automatic wage adjustment. 
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very short, no index numbers of the actual price movements can 
be made available. In cases of extreme inflation the parties may 
agree to solve this difficulty by taking some more primitive index 
which is available daily. In Germany agricultural wages were 
in 1923 linked to the prices of rye and potatoes, while some other 
wages were adjusted to the price of gold. 

Another objection against frequent adjustment of wages is 
that prices also will go up more rapidly, since wages are an 
important element of costs. This does not mean, of course, that 
workers will not derive advantages from more frequent adjust- 
ment of wages to a continually rising price level. This would only 
be so in the extreme case when all other costs and profits imme- 
diately rose in the same proportion as wages. But the very 
reasons why workers gain by shortening the period may make 
such a procedure open to objections from other points of view, 
particularly as regards the maintenance of social equilibrium and 
the problem of balance of payments. 

In recent years, the minimum period of adjustment in most 
countries seems to have been one month. Monthly revisions of 
wages took place in Iceland between 1940 and 1948 and a few 
arrangements of this type are found in Canada and the United 
States, but in general they are rare. Adjustments every two 
months are general in Belgium, Italy and Trieste; to a much 
lesser extent they are also found in some other countries. Quarterly 
revisions seem to be the most frequent ; they are very common 
in the Canadian and United States wage agreements providing 
for escalator clauses, and in Denmark, Iceland and Sweden (from 
1939 to 1946). In Australia the “ basic wage ” is adjusted once a 
quarter, and the proposals before the French parliament also 
provide for three-monthly revision, if necessary. Semi-annual 
adjustments of wages are made in Canada, Norway and Luxem- 
bourg. In the United Kingdom varying periods for automatic 
adjustments are specified. Automatic annual revision is found 
in some agreements in some countries, but so long a period is rare. 

Under the minimum wage regulations of some Latin American 
countries periodic revision of the minimum wage has also been 
stipulated. The interval of revision is two years in Mexico and 
one year in Chile. In the latter country, however, this provision 
applies only to salaried employees ; no period of revision has been 
specified for manual workers’ wages. 


1 The adjustment of long-term prices, such as house rents, interest on 
bonds, pensions, etc., cannot be expected in the foreseeable future to 
roceed as —_— as wages could be adjusted. Moreover, the increase in 
imports and the fall in exports which are likely to result from an increase 
in prices will tend to dampen the effect of rising wages on prices. 
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Under the system of “ wage reopening clauses ” no period is 
usually specified. The equivalent of shortening the period of 
adjustment in such cases is a reduction of the margin within 
which the cost-of-living index may move without wage adjust- 
ments. Thus, the collective agreement made for the printing and 
allied industries of the Federal Republic of Germany in February 
1951 stipulated that wage negotiations might be reopened if the 
index had moved seven points. In June, however, this margin 
was reduced to three points. 

The second way of making good workers’ losses of purchasing 
power as a result of increases in the cost of living between wage 
adjustments is to grant them special allowances compensating 
them for losses during the preceding wage period or for anticipated 
further price rises during the subsequent period. The former 
alternative was used, for example, in Belgium when wage earners 
who had had no wage increases during the period received an 
allowance for each of the last three months of 1950, and in the 
Netherlands, where wage earners recently received an increase of 
11 per cent. of the weekly wage to offset the slight rise in prices 
during the months following the general wage-and-price agreement 
of March 1951. In other countries similar compensatory payments 
are made to particular groups of wage or salary earners, including 
government officials, at the end of the year. A difficulty connected 
with such forms of retrospective compensation is that they make 
calculation of costs uncertain. Nor is the method entirely satis- 
factory from the point of view of the worker if the cost of living is 
continually rising; he will receive the compensation at a date when 
prices are already higher than during the period for which it was given 
and therefore he will still feel the effect of loss of purchasing power. 

Advance payments of compensation for expected rises in the 
cost of living are rare, mainly because it is extremely difficult 
to predict what the rises are going to be. The fifth price-and-wage 
agreement in Austria made in July 1951 granted the workers 
wage increases taking account of anticipated secondary price 
reactions.! In the Netherlands, though the workers’ representatives 
in negotiations on wage and price increases in March 1951 also made a 
claim for wage increases based on anticipated secondary price rises, 
the Government did not allow the additional increase demanded.? 


1 Franz NEMSCHAK, op. cit., p. 6. 

2 See Industry and Labour, Vol. V, No. 11, 1 June 1951, p. 409. A 
somewhat different technique was used in some countries after the first 
world war, when the index of wholesale prices or the quotation of foreign 
currencies was adopted as an index for the adjustment of wages on the 
ground that fluctuations in these prices usually anticipate movements of 
cost of living. Except under conditions of extreme inflation, such devices 
do not seem desirable. 


2 
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The above considerations indicate that close correspondence 
between wages and the fluctuations in the cost of living is difficult 
to obtain. Generally speaking the inaccuracy will increase in 
proportion to the abruptness of the price fluctuations. By increasing 
the frequency of adjustment or by paying the worker special 
allowances over and above the periodic wage adjustments, the 
goal of maintaining real wages may be approached more closely, 
but such measures naturally tend to reinforce the rise in the cost 
of living. 

A special problem regarding the timing of wage adjustments 
arises in large countries when prices do not fluctuate simultaneously 
in different regions. Especially where a cost-of-living index is 
only available for a small number of cities or for the capital, 
nationwide adjustment of wages on the basis of such a limited 
index may not lead to the stabilisation of real wages in more 
remote parts of the country. Marked differences in the timing of 
roughly similar increases in the cost of living occurred, for example, 
in Bolivia (where separate indices are available for a number of 
cities) between 1941 and 1946. In France there were considerable 
differences between the movements of the retail price index for 
Paris and those of the retail price indices for other French cities 
during 1950 and 1951, prices in Paris tending to move in advance 
of prices in other parts of the country. 


THE FORMULA OF ADJUSTMENT 


Once the change in the cost of living and the principle of 
wage adjustment have been agreed upon, the next question is to 
decide how far the change in prices is to be followed by a change 
in wages. There are many different formulae in use for wage 
adjustments. Some of these are more, and others less, favourable 
to the workers or the employers; some are more favourable to 
some groups of workers than to others, and so on. Which formula 
of wage adjustment will be applied under a given agreement 
depends on various factors, among which relative bargaining 
strength is probably the most important. 

The systems for adjusting wages on the basis of a given change 
in the cost of living may be classified in the following four ways : 


(1) agreements which determine in advance what formula of 
adjustment shall be applied, and agreements without such 
provisions ; 


(2) agreements under which the adjustment is applied to 
straight-time hourly rates, and agreements for adjusting 
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net weekly, monthly or yearly earnings (“ take-home 
pay ”); 

(3) agreements providing for adjustments on a percentage basis 
and agreements for flat-rate increases ; 


(4) agreements which specify a certain minimum change in 
the cost of living before adjustment or a certain limit for 
the amount of the wage adjustment, and agreements 
without such provisions. 


With regard to the first question, most agreements containing 
wage reopening clauses do not attempt to formulate’in advance 
what the wage adjustment shall be. Such clauses entitle parties 
to cancel, under specified conditions, the existing wage agreement 
so as to give them an opportunity to reconsider the whole situation. 
In general, therefore, such clauses will be preferred if one or both 
of the parties anticipate that in due time their bargaining strength 
will improve, so that they may expect better results from entirely 
fresh negotiations than from any advance formula of wage adjust- 
ment on which agreement could be reached immediately. Such 
clauses are not always reciprocal ; the general agreement of January 
1944 between the Swedish Confederation of Trade Unions and the 
Swedish Employers’ Confederation, for example, specified what 
the wage increases should be in the case of given rises in the cost 
of living, but the employers were only entitled to cancel the agree- 
ment if the cost of living had fallen to a level at which real wages 
would at least be at par with those prevailing in 1939. 

Wage reopening clauses do not occur only in ordinary collective 
agreements. Thus, the various price-and-wage agreements con- 
cluded in Austria and the Netherlands after negotiations between 
the governments and the representatives of trade union and 
employers’ confederations were drawn up on the explicit or tacit 
understanding that wages would be reconsidered in the event of 
important future movements in the cost of living. Similarly, 
minimum wage regulations in some other countries are subject 
to a tacit understanding that they will be revised if there are 
substantial changes in the price level. 

The second question, regarding the unit of pay to be used in 
wage-price comparisons, has been the subject of controversy in 
the United States. In times when activity has been at a high 
level, with long or increasing working hours, unions have favoured 


1 Sometimes, however, it is stipulated that no further wage changes 
shall be made than are necessary to offset the rise in the cost of living. 
Such a provision is found, for example, in the general agreement which 
since 24 January 1952 has been in force in Sweden. 
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adjustments based on hourly rates, whereas in times of falling 
production, shorter working hours, less overtime pay, etc., they 
have preferred take-home pay as the basis of comparison. Employ- 
ers have commonly taken the opposite line.* 

It would seem, however, that this question is beyond the scope 
of what is usually understood by the adjustment of wages to 
changes in the cost of living ; indeed, claims for wage adjustment 
could be made on the ground of shorter or longer hours even if 
no change took place in the cost of living. Such claims belong 
rather to the field of guaranteed wages, a subject not dealt with 
in this article. 

Another question is whether changes in income tax liabilities 
should be taken into account when adjusting wages. Under most 
fiscal laws taxes increase progressively with rising money wages 
even if real wages fall or remain stable. In so far as upward revision 
of money wages results in increased tax payments, the workers’ 
compensation for the increase in cost of living is only illusory 
unless income tax is included in the index with which their wages 
are linked.2 On the other hand, in countries where the index does 
not include direct taxes, the impact of increased taxation is some- 
times taken into account when adjusting wages. In the fifth 
post-war price-and-wage agreement in Austria, for example, it 
was stipulated that the tax system would be revised so as to 
make the rise in wages and salaries really effective.® 

The inclusion or exclusion of allowances for increased taxation 
is obviously important not only to the parties to wage adjustment 
agreements but also from the point of view of fiscal policies. 

In some cases the adjustment of wages has been based on 
changes in prices for a selected number of commodities only, even 
though a more complete index was available. Thus the salaries of 
Danish civil servants were, until 1946, adjusted on the basis of 
a special index limited to the “essential” items; this index 


1 See BUREAU OF NATIONAL AFFAIRS, Op. cit., pp. 7 ff. 

2 Cost-of-living indices including taxes are published in Denmark, 
Israel, Lebanon, the Netherlands, Sweden and the Union of South Africa ; 
the old index used in Finland also included direct taxes, but a Resolution 
of September 1951 linked all sliding-scale arrangements to a new cost-of- 
living index which does not include taxes (Industry and Labour, Vol. VII, 
No. 2 of 15 January 1952, pp. 54-5). In the Netherlands and Sweden the 
index including direct taxes is known not to be used for purposes of wage 
adjustment. 

8’ Depending on the structure of the taxation system, the inclusion of 
direct taxes in a cost-of-living index may be more or less difficult. In coun- 
tries where taxation progresses substantially even in the lower-income 
groups for which the index is calculated, the series is only valid for a rather 
narrow group of the population, since people earning slightly more or less 
than the families on whose budgets the index is based will have “ taxation 
indices ” substantially different from those of the standard families. 
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excluded household furniture, transport fares and a number of 
other items covered by the general index. A slightly different 
system existed, also in Denmark, for a short period from December 
1941 when conciliators were directed by the Government to apply 
an index which included all items of the general index but only 
took account of changes in prices for a restricted number of com- 
modities.* 

With regard to the question of percentage versus flat-rate 
adjustments, if all workers are to be compensated to the same 
extent for increases in the cost of living, percentage adjustments 
of wages and salaries will generally be more appropriate than uni- 
form increases. There are, however, two possible reasons for 
regarding wage adjustments of so many cents or pennies for so many 
points of change in the cost-of-living index as still appropriate. 
The first is that the adjustment of wages may be considered as an 
emergency measure, to be fully applied only to the lowest paid 
workers. From this point of view the application of flat-rate 
increases is comparable to the adoption of limits for compensation 
—a subject which is discussed below. 

The second consideration which may make flat-rate increases 
preferable to percentage adjustments is that, in general, members 
of the lower-income groups spend proportionally more of their 
income on food and that food prices tend to fluctuate more than 
prices of other items. That there is such a tendency for food prices 
to change more rapidly cannot be denied. For example, out of 
the 46 series for which data on cost of living in general and on 
food prices separately were available for the whole or (in a few 
cases) part of the period from 1929 to 1933, by far the largest 
number showed a bigger fall in food prices.? Similarly, out of 39 
series showing an increase in cost of living from 1948 to 1950, 28 
showed a larger increase in food prices, while in one case the increase 
was equal for both series. All of the nine series recording a drop 
in consumers’ prices showed a more rapid drop in food prices. Ten 


1 See Lonregulering efter Pristallet (report of Danish Committee on 
wage adjustment according to the price index, Copenhagen, 1952), p. 40. 
In times of general price increases this second formula obviously results in 
a lower index, whereas the former device may result either in a higher or 
in a lower index number compared with the general index. Such devices 
may be appropriate in the light of special considerations of economic policy, 
but there is no general logic behind the application of these or similar 
methods of wage adjustment. 

2 The statistics consulted are those given in International Labour Review, 
Vol. XLVI, No. 1, July 1942. The only exceptions were Palestine and 
Portugal (where both series behaved in a remarkably identical wa ), Japan 
(where the development was not quite clear), Peru and Brazil. ia reece 
both index numbers went up, that for food rising more rapidly than the 
general index. 
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series (five of them for Latin American countries) showed a slower 
rise for food.? 

It is unlikely, however, that the combined effect of differences 
in the proportion of income spent on food, and of the different 
behaviour of food prices and other elements in the cost of living, 
is sufficient to maintain the percentage margins of real wages for 
different skills and occupations, especially when progressive 
schedules of income taxation are applied. In general, therefore, 
the application of uniform increases will tend to diminish real 
wage differentials.* 

In several countries there is some concern regarding this ten- 
dency of uniform cost-of-living adjustments to level out wage 
differentials, mainly on three grounds : 


(1) the smaller the wage differential for skilled and unskilled 
workers, the less incentive the worker will have to acquire 
special skill and knowledge ; 


(2) if uniform wage increases have to be paid to the least 
efficient as well as to the most efficient workers, marginal 
labour costs will rise faster than if the cost-of-living allow- 
ance were paid on a percentage (or at least a more gra- 
duated) basis ; 


(3) in cases where systems of payment by results are applied, 
a uniform increase in hourly or weekly earnings will weaken 
the incentive effect of the systems of remuneration.* 


It is difficult to judge the validity of these contentions. On the 
one hand, empirical data on the reactions of wage earners to changes 
in wage differentials are virtually non-existent. It is quite possible 
that the young worker who has to decide whether to go to the 
trouble of a long apprenticeship will attach more value to the 
greater intrinsic satisfaction of work requiring skill and respon- 
sibility, to the social prestige of the job and to the fact that as a 


1 Statistics given in recent issues of the Review. In the United States 
and Italy food prices went down and other items became more expensive ; 
in Delhi the reverse took place, while in Germany and Switzerland food 
prices were stable and other items became cheaper. 


2 For the period after the first world war, see INTERNATIONAL LABOUR 
OFFICE : Wage Changes in Various Countries, 1914-1925 (Geneva, 1926). 
Information on developments since 1939 can be found in the general report 
on wages prepared for the 31st Session of the International Labour Confer- 
ence (Geneva, 1948), pp. 94 ff, and in UniTED Nations : Economic Bulletin 
for Europe (Geneva, October 1950), pp. 56-7. 


’ On the two latter points see Lonregulering efter Pristallet, op. cit., 
pp. 18-19. 
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skilled worker he will have preference over unskilled workers 
when looking for a job, than to the difference in remuneration.* 
But whether or not this is the actual position in most countries could 
only be decided on the basis of reliable and representative informa- 
tion, which at present is not available.? Nor is it easy to say to 
what extent, if any, workers will slow down the pace of their work 
if their basic rates of payment are moderately increased while pre- 
miums or bonuses for piece work, etc., are kept constant. 

On the other hand, though the adjustment of wages to cost of 
living tends to narrow the margin between the wages of various 
categories of workers if the adjustment consists of uniform in- 
creases, this does not necessarily mean that the real value of differen- 
tials will necessarily decline. On the contrary, employers can 
usually pay higher wage increases to more qualified workers, if 
they think it desirable, so as to maintain or even increase the per- 
centage wage differentials. Thus it was found in Denmark, where 
flat-rate cost-of-living allowances have been paid to virtually all 
workers throughout the post-war period, that the wages of skilled 
workers had gone up more, both in absolute amounts and in per- 
centages, than those of unskilled workers.‘ Similarly, in Australia 
and New Zealand, in times of full employment, a large part of the 
working population is paid more than is required under the awards 
of the Court of Conciliation and Arbitration. 

Flat-rate increases are the commonest at present. In most 
arrangements for sliding scales in Canada, Denmark, Norway, the 
United States and the United Kingdom, the formula specifies the 
number of cents, gre or pence to be added to the hourly or weekly 
wage for one or more points of rise in the index. Similarly, most 
minimum wage legislation specifies amounts by which the minimum 


1 The question whether a highly skilled man receives “ anything like 
a just recompense for his skilled work measured either by the personal 
sacrifices he has had to make to acquire his skill and knowledge—the 
productive results of that skill—or the social value of it ”, as the Australian 
Commonwealth Court of Conciliation and Arbitration once put it, relates 
to a different matter altogether. 

2 The tendency noted in some countries towards a persistent surplus 
of white-collar workers despite deterioration of terms of employment in 
office work relative to unskilled manual labour, and the partial failure of 
efforts to attract workers to coal mines by means of high wages, seem to 
suggest, however, that the effects of wage differentials on the distribution 
of the labour force should not be over-estimated. 


8’ An exception to this rule is found, for example, in the Netherlands, 
where government-controlled wages are at the same time minimum and 
maximum wages. By introducing a standardised method of job evaluation 
a more efficient wage structure is now being developed in that country. 
Even so, the present schedule of margins between the wages of more and 
less productive workers is considered by various groups as one of the main 
weaknesses of the Netherlands wage policy. 


4 Lonregulering efter Pristallet, op. cit., p. 20. 
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wage must be increased for a given rise in the cost of living. Per- 
centage adjustments, on the other hand, are usual in Austria, 
Belgium, the Netherlands, and also in Sweden when automatic 
adjustments were in operation there. Sometimes, however, per- 
centage adjustments are subject to upper and lower limits ; in 
such cases the effect of cost-of-living adjustments on the wage 
structure resembles that under systems of a flat-rate increase of 
wages. Moreover, arrangements for uniform increases may specify 
different amounts according to the age and sex of the worker, and 
this tends to maintain at least some of the differential features of 
the over-all wage structure. Such arrangements exist, for example, 
in the Scandinavian countries, in Italy and in some agreements in 
the United Kingdom. 

As regards the fixing of limits to compensation, many different 
systems are in use. The limit may relate (a) to the amount of 
change in the cost of living which shall lead to an adjustment of 
wages, or (b) to the amount of the adjustment itself. 

Most agreements containing wage reopening clauses specify a 
minimum change in the index for determining when the negotia- 
tions must be resumed. But many agreements for sliding wage- 
scales also specify similar minimum variations. The size of the 
minimum change in the index also varies considerably. 

Usually, though not always, downward adjustment of wages is 
also provided for in collective agreements with escalator clauses. 
The limits to be observed for downward adjustments may then 
be the same as those for upward adjustments. In Finland, however, 
upward adjustment follows upon a five-points (nearly 5 per cent.) 
rise in prices, but the first downward adjustment can only take 
place after a ten-points fall in the index. In Italy, under the 
agreement of 21 March 1951 between the Confederation of Italian 
Industries and the three large federations of trade unions, the 
following arrangements are made: for each point by which the 
cost-of-living index rises the cost-of-living allowance is also raised 


1 For example, an agreement between the Building Trades Employers 
Association of New York and the Building and Construction Trades Council 
(A.F.L.) in 1947 required 15 per cent. ; an agreement between the Briam 
Manufacturing Company and the United Automobile Workers (C.I.O.) in 
1946 specified 3 per cent. The general agreement of October 1942 in Sweden 
required ten index points (about 4 per cent.) ; the present agreement in 
Denmark specifies 6 points (2 per cent.), the agreement for Belgian dock 
workers 20 points (5 per cent.), the agreement in the Belgian iron and steel 
and chemical industries, 2.5 per cent., and so on. In the proposals made 
by the Faure Government for an automatic adjustment of the legal minimum 
wage in France, two lower limits were specified : the first (an increase in 
the index by 10 per cent.) would immediately be followed by adjustment 
of the minimum wage, whereas the second (5 per cent.) would give rise to 
adjustment after a one-month waiting period, but not if during this period 
the index had again fallen below the 5 per cent. limit. 
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by one “ point ”?, but for a downward adjustment of wages by 
one, two, three or four “ points ”, a fall in the cost-of-living index 
by four, six, eight and ten points is required. 

Upper limits to the change in cost of living to be taken into 
account are rather rare ; they are usually the result of a fear of 
inflationary developments and do not occur unless governments 
have some say in wage policies. For example, the United States 
Economic Stabilization Office, when permitting wage increases 
under escalator clauses in January 1951, specified that such adjust- 
ments should not surpass a 10 per cent. limit (in August of the 
same year the limit was raised to 12 per cent.). 

Limits with respect to the absolute amount of the adjustment 
to be made sometimes coincide with the limits as to the change in 
the index to be taken into account. In some cases, however, adjust- 
ments of the percentage type specify a lower limit for the amount 
of the wage increase ; this occurs, for example, in some of the 
Austrian and Netherlands price-and-wage agreements. In the 
Netherlands a maximum limit has also once been specified. Under 
the various wartime agreements in Sweden the adjustment of 
wages to prices was never complete ; it varied from nearly 75 per 
cent. of the price rise in 1940 to less than 50 per cent. of the rise 
in 1947. As a result of other types of wage adjustment, however, 
real wages were in most industries kept at their original level. 
The wage and price readjustment which occurred in the Nether- 
lands in March 1951 was designed to compensate the workers 
for only half of the 10 per cent. increase in the cost of living, so 
as to bring consumption down by 5 per cent. 


CONCLUDING REMARKS 


The most important conclusion to be drawn from the above 
examples would seem to be that there are so many possible ways 
of providing for the adjustment of wages to changes in the cost 
of living that a suitable arrangement can be found for almost 
every situation (as regards the characteristics of the industry or 
industries concerned, their capacity to pay, the general state of 
the national economy, and any other conditions which may be 
relevant). _What the actual arrangement in a given situation 
will be and to what extent wage earners will actually be compen- 
sated for increases in the cost of their living will generally depend 
on the relative bargaining strength of parties in the employment 


1 These cost-of-living allowance “ points ” have different values for the 
various categories of workers; for unskilled male workers in the large 
industrial centres of the country the value of a “ point” is 10 lire a day ; 
it varies according to the sex, age and qualification of the worker. 
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market and on the general strategy adopted by the parties for 
exerting their bargaining strength. 

Two extreme conclusions could be drawn from this flexibility 
in the practical application of the principle of wage adjustment 
to changes in the cost of living. On the one hand, it might be 
maintained that this principle could, and in fairness should, be 
applied (with appropriate adaptations for the specific conditions 
of each case) in practically every situation where wage earners 
are in danger of becoming the victims of price changes for which 
they are not responsible. On the other hand, it might be argued 
that the whole process is really irrelevant, since every actual 
arrangement for adjustment of wages to changes in the cost of 
living simply confirms a development regarding wages which 
would have taken place anyhow, as a result of more fundamental 
factors such as the increased effective demand for labour and the 
limited supply of labour. 

Most probably the truth lies somewhere between these two 
extremes. On the one hand, trade union claims for higher wages 
on the ground of rising prices are often merely a part of their 
general wage policy, a weapon which can be used or abandoned 
according as it serves the best interests of the unions.’ Similarly, 


arrangements made under statutory minimum wage regulations’ 


may be completely inadequate because of heavy pressures from 
interested groups, or because the government or the authorities 
responsible for fixing wages subordinate cost-of-living arrange- 
ments to such considerations as industry’s capacity to pay or the 
need to restore quickly the balance of payments, with the 
result that no adequate wage adjustment on the basis of cost of 
living occurs. Conversely, the wages actually paid may exceed the 


1 See Arthur M. Ross: Trade Union Wage Policy (1948), p. 10: “In 
fact, there is probably no field of social inquiry in which the written word 
is more misleading than the negotiation and adjudication of wage rates”. 

For example, a strong union may wish to avoid any arrangement for 
automatic adjustment of wages because this might weaken its case for 
possible wage increases over and above those necessary for the bare main- 
tenance of real wages or because the feeling of safety created by such auto- 
matic adjustments is found to weaken the rank-and-file’s interest in further 
activities of the unions. But under different conditions the negotiators 
of a strong union may judge that there is need for bringing home some 
spectacular result (perhaps also in order to attract workers from competing 
unions), and an arrangement for automatic wage adjustment, if properly 
advertised, may well serve that purpose. An important reason why wage 
adjustment according to changes in the cost of living is so popular nowadays 
may further be that, in time of economic emergency, it is the only form of 
wage increases for which public support can be had, though in reality (for 
example, when adjustment of hourly rates is claimed in times of long hours 
with substantial overtime, or if upgrading of workers is demanded) the 
ee. may be not to maintain, but to improve, the workers’ living 
standards. 
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amounts necessary to maintain living standards to such an extent 
that the adjustment becomes a mere formality. 

On the other hand, the arrangements have in many cases some 
inherent features which give them a more or less independent 
meaning. The most important of these is perhaps the frequency 
and periodicity of automatic wage adjustment. Such arrange- 
ments, even though in the long run they may give the workers 
no more than the real wage that they would have obtained in the 
absence of specific agreements, do eliminate some of the short- 
term losses in purchasing power which workers would otherwise 
experience as a result of differences in the timing of wage agree- 
ments and of changes in the price level. They also simplify the 
process of bargaining considerably, and may protect the economy 
from much industrial tension and social unrest which in most 
cases would be particularly undesirable, since rising prices are 
often symptomatic of a situation in which exceptional efforts are 
required from the economic system. Apart from this advantage 
in terms of economic efficiency there may in many cases be merits 
in such arrangements for wage adjustments, in terms of social 
justice, especially under effective statutory minimum wage regula- 
tions. 

Such advantages can usually not be had for nothing ; indeed 
the very points in systems for maintaining wage earners’ real 
incomes in times of rising prices which are merits from the workers’ 
point of view are often cited as grave disadvantages from the point 
of view of the economy as a whole. Though a discussion of the 
latter subject would go beyond the scope of this article, a few 
words on one of its aspects may be added here. 

The most important objection raised against the adjustment 
of wages to rises in the cost of living is usually that it will drive 
prices further up. This is not necessarily true. It may be, for 
example, that the original rise in prices was caused by credit 
expansion on behalf of private investors based on over-optimistic 
profit expectations, leading to over-investment and perhaps to a 
subsequent slump. If the rigidity of wages was one of the causes 
of the over-optimistic expectations an early adjustment of wages 
may very well act as a brake rather than as an accelerator. 

Nevertheless, in most of the important cases, wage increases 
following price rises will indeed drive prices further up. The extent 
to which this will happen depends on the proportion of domestic 
wage costs in the total costs of goods included in the regimen of 
the price index. In countries with substantial international trade 
(in terms of national income) this percentage is smaller than in 
countries with no important international trade ; in the latter it 
will approach the percentage share of wages in national income. 
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Thus, in Denmark, the percentage was recently found to be about 
23; in the United States it is probably nearer 45. The fact, however, 
that wage adjustments will be the cause of further price rises does 
not in itself prove that wage adjustments are undesirable. Two 
points may be mentioned here to substantiate this statement. On 
the one hand, inflation is a most arbitrary method of distributing 
the burdens of (say) a rearmament or development programme, 
first, because it does not take account of the capacity of various 
categories of the population to bear such burdens and, secondly, 
because it does not take account of the ability of various groups 
to protect themselves against such burdens. 

Many writers have criticised trade unions for seeking to secure 
wage increases in periods of rising prices, on the grounds that their 
actions aggravate inflation. But it is not reasonable to expect 
workers to accept the damage which inflation brings to their 
standards of living, especially if they have not participated directly 
in the decision to allow inflation to develop. 

On the other hand, when there is a strong demand for labour, a 
rise in the price of labour may be required in order to maintain 
some sort of equilibrium in the employment market ; in fact, a 
general increase in wages might help to bring about a reallocation 
of the labour force in favour of those industries which need to 
expand their production. 

The fact that such reallocations might be speeded up by arrange- 
ments providing for adjustments of wages to price rises does not 
mean, of course, that such arrangements are the best possible 
device for readjustment of the economy to an increase in demand. 
If more direct action for effecting the readjustment is lacking, 
however, fairly rapid wage increases may to some extent take 
their place. It seems, however, that (a) some rise (perhaps even a 
greater rise) in wages would occur in any case in the absence of 
adjustments on the basis of the cost of living ; (6) the only alter- 
native to wage increases in the case of an inflationary price rise 
would be direct allocation of the labour force. 

Moreover, the very fact that inflationary financing of certain 
projects will be unsuccessful if a large group of the population has 
protected itself against the arbitrary redistribution of income 
resulting from inflation may make the responsible authorities more 
careful in considering alternative ways of obtaining the means for 
financing certain expenditures. To the extent that this is true, 
arrangements for the adjustment of wages to changes in the cost of 
living may act as an anti-inflationary instead of as an inflationary 
force. 
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International Problems of Social 
Security: II’ 


by 


Pierre LAROQUE 


THE MAINTENANCE OF MIGRANTS’ RIGHTS 


The problem of determining a migrant’s position under the 
social security laws of the emigration country and immigration 
country is a familiar one that has already been solved to a large 
extent. It is clear that this problem is closely related to the problem 
of determining the limits of each national legislation—the solutions 
to the second problem must make it possible to decide when a 
migrant leaves the field of operation of one law and enters that of 
the other. The migrant, however, may already be entitled to cer- 
tain forms of benefit in the country which he is leaving. Is he to 
lose such acquired rights and, if not, on what conditions and to 
what extent will they continue ? Moreover, even if he has no 
acquired rights, he may have partly completed the period of resid- 
ence, employment or contribution required for entitlement to 
benefit. Is he to lose these rights in process of acquisition or will 
the periods count towards any benefit to which he may be entitled 
under the law of the immigration country ? 

Faced with these questions it seems only a matter of justice 
that the migrant’s rights of both kinds should be secured to him. 
Any other solution would not only appear socially wrong, but would 
also lead to a paradoxical situation where the development of social 
security legislation would create new psychological obstacles to 
labour mobility and individuals would hesitate to leave their home 
country for fear of losing the guarantees of security which many 
value highly. 

However, even if the principle is hardly open to dispute, it is 
a difficult matter to ensure that migrants’ rights will automatically 


1 For the first part of this article, see International Labour Review, 
Vol. LXVI, No. 1, July 1952, p. 1. 
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be maintained. The national laws often differ greatly, so that their 
adjustment raises serious technical problems ; and from the finan- 
cial point of view there is unwillingness to accept any arrangement 
allowing one country to benefit from the migrant’s work while 
another country pays for his social security benefits without 
receiving anything in return. The formula adopted must take 
account of such technical and economic factors as well as of social 
considerations. In spite of the difficulties, however, there has been 
considerable progress in recent years towards a solution of this 


problem. 


Maintenance of Acquired Rights 


When a person has acquired certain rights to social security 
benefit, will he keep them if he leaves the country ? While the 
answer depends primarily on the law of the emigration country, it 
also depends to some extent on the law of the immigration country. 
If the two laws by themselves lead to a negative result, the situa- 
tion may be and often is remedied by international agreements. 


SOLUTIONS DERIVING FROM NATIONAL LAWS 


The maintenance of acquired rights is governed by the prin- 
ciples underlying the social security legislation of the different 
‘countries. 

Under the laws which are founded on the idea of a personal 
right to benefit and on the ordinary techniques of insurance, 
acquired rights should normally continue in the event of migration ; 
an insured person who meets the contribution requirements for 
sickness benefits should logically be entitled to claim benefit in 
any country where he falls ill or in any country to which he may 
move after the illness has begun. Similarly, an insured person 
who qualifies for an old-age pension should be entitled to receive 
it wherever he is living. 

But even under legislation of this type other factors limiting or 
precluding the maintenance of rights may intervene. Firstly, 
entitlement only continues for as long as the person continues to 
be insured. A temporary stay abroad will certainly not lead to 
a loss of rights. But the position is usually quite different in case 
of actual migration, and the emigrant loses all his rights by ceasing 
to be insured. This is the attitude adopted in regard to sickness 
insurance even by countries that are very attached to the notion 
of a personal right to benefit, such as Belgium and the Netherlands. 
Secondly, certain countries, while maintaining the principle of a 
personal right to benefit, make an express proviso that payment 
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of certain benefits shall be subject to residence in the country (as 
in the case of old-age pensions under the German law). 

On the other hand, the laws based on ¢erritoriality should 
logically award the prescribed benefits to all persons living in the 
country, and to no one else. In principle, they therefore deny the 
emigrant any rights from the moment he leaves the country, but 
cover the immigrant from the moment of his arrival. Here again, 
however, the principle is often accompanied by additional condi- 
tions as to the place where the contingency occurs (the French 
sickness insurance laws refuse benefit where the immigrant was 
first certified ill when outside French territory) or as to nationality 
(the Scandinavian laws restrict old-age pensions to nationals), etc. 

In short, the laws founded on the personal nature of the rights 
favour the emigrant, who in principle retains the rights he has 
acquired in the country from which he comes; while the laws 
founded on territoriality favour the immigrant, who is in prin- 
ciple entitled immediately to social security benefits under the 
legislation of the country in which he settles. The difficulties 
arise partly as a result of the intervention of other factors that 
always operate against the migrant, and partly out of the fact 
that the countries of emigration and immigration may apply 
laws founded on different principles. 


SOLUTIONS PROVIDED BY INTERNATIONAL AGREEMENTS 


Attempts have been made by international Conventions and 
agreements to resolve these difficulties and remove the obstacles 
to the maintenance of acquired rights. 


Obstacles in Legislation Based on Personal Nature of Entitlement 


In the first place the Conventions or agreements are intended 
to overcome the obstacles in legislation founded on the personal 
nature of benefit rights which prevent the emigrant from retaining 
his rights. In practice, this means the abolition of any residential 
requirements which such laws impose for receipt of benefits. 

The case of employment injuries may be taken as a first example. 
In this field most of the national laws agree that the rules applying 
are those for the place where the injury occurs. The right to bene- 
fit under such laws is therefore acquired at the moment when the 
injury takes place. The problem is how to ensure that an injured 
worker shall retain his right if he leaves one country for another. 
An attempt to find a general solution was made in the Equality 
of Treatment (Accident Compensation) Convention, 1925, of the 
International Labour Organisation, under which ratifying States 
undertake to treat aliens in the same way as nationals without 
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any condition as to residence. The effect of this provision is to 
require each country to provide benefits for aliens residing outside 
the country liable for benefit unless the legislation of that country 
makes benefit subject to residence in the country for its own 
nationals. The national laws are free to prescribe or maintain 
residence conditions if these apply equally to nationals and to aliens. 

Recent bilateral agreements go further and abolish all residence 
conditions both for nationals and aliens, thus providing an effective 
guarantee for the total maintenance of acquired rights. This 
occurs in the agreements modelled on the general social security 
Convention of 17 January 1948 between Belgium and France, 
which all contain a clause to the effect that no provisions in the 
legislation of one party relating to industrial accidents and occu- 
pational diseases which restrict the rights of aliens or disqualify 
them on account of their place of residence shall be enforceable 
against nationals of the other contracting party. 

In regard to old-age pensions, the Maintenance of Migrants’ 
Pension Rights Convention, 1935, of the I.L.O. represents an 
attempt to set up an international system for the maintenance 
of pension rights. In actual fact, the very provisions of the 
Convention make the system applicable only to pensions which 
constitute a personal right : “ Persons who have been affiliated to 
an insurance institution of a Member and their dependants shall 
be entitled to the entirety of the benefits the right to which has been 
acquired in virtue of their insurance (a) if they are resident in the 
territory of a Member, irrespective of their nationality ; (6) if they 
are nationals of a Member, irrespective of their place of residence ” 
(article 10). This Convention has been ratified by very few 
countries, but the principle laid down has been adopted in all the 
recent bilateral social security agreements. Thus, the agreements 
modelled on the Convention of 17 January 1948 between Belgium 
and France contain a clause providing that, if the legislation of 
one of the contracting countries subordinates the award of certain 
benefits to conditions of residence, these shall not be enforceable 
against Belgian or French nationals so long as they reside in one 
of the contracting countries. 

The effect of these various Conventions and agreements is 
therefore that the emigration country continues to bear the cost 
of benefits for which it was formerly liable in respect of the migrant 
and arranges for payment to be made in the immigration country. 


Obstacles in Legislation Based on Territoriality 


In the second place, the Conventions or agreements are intended 
to overcome the obstacles in legislation founded on the territorial 
nature of benefit rights which prevent the immigrant from enjoy- 
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ing these rights. These obstacles, it will be recalled, are mainly 
the result of conditions regarding the place of occurrence of the 
contingency or the nationality of the beneficiary. 

Even today, very few agreements have eliminated the condition 
regarding the occurrence of the contingency on national terri- 
tory which laws based on territoriality impose for entitlement to 
benefit. The clearest example is in the Social Security Agreement 
of 15 April 1949 between the Australian and New Zealand Govern- 
ments, which is entirely based on the equivalence of residence in 
Australia and in New Zealand as regards entitlement to benefit. 
One might be tempted to see an application of the same principle 
in the Convention of 23 December 1947 between Denmark and 
Sweden regarding the transfer of Danish sick fund members to 
Swedish sick funds and vice versa, since it provides (at least implic- 
itly) that in case of migration from one country to another the 
new fund will even assume responsibility for illnesses contracted 
when the insured person belonged to a fund in the emigration 
country. But in actual fact the sickness insurance laws of 
Denmark and Sweden are based on the principle of personal rights 
and not on territoriality. 

If few international agreements have provisions of this sort, 
the reason is, first, that there are laws based on territoriality 
which do not make the award of benefit dependent on the occur- 
rence of the contingency in the particular country, and for them 
an agreement would be superfluous ; this is true, for example, of 
the British law on the National Health Service, which covers all 
persons living in Great Britain, even as regards disease contracted 
or certified elsewhere. Moreover, many governments are unwilling 
to waive such a condition by agreement when their legislation 
imposes one ; it is understandable, for example, that entitlement 
to unemployment benefit should always be subject to the condition 
that the event leading to unemployment arises in the country itself. 

On the other hand, various agreements set aside the requirement 
as to nationality imposed by the laws based on territoriality. We 
have already mentioned the general tendency in social security 
agreements to eliminate all discrimination founded on nationality. 
As regards the countries with laws based on territoriality which 
involve such discrimination, there is the Convention of 27 August 
1949 on old-age pensions between Denmark, Finland, Iceland, 
Norway and Sweden, which makes benefit under the old-age pen- 
sions law of each of the five countries available to the nationals 
of the four others after five years’ residence. Similarly, the general 
social security Convention of 30 June 1951 between Denmark and 
France gives French nationals with five years’ residence in Denmark 
the right to benefit under the Danish old-age pension legislation. 


3 
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These examples show that, between countries with legislation 
based on the same principles, it is comparatively easy to solve the 
problem of maintaining acquired rights by international agreement. 
It is merely a question of giving free play to the principles under- 
lying the laws, and of fully applying either the rules of personal 
legislation or the rules of territorial legislation in relations between 
the two countries concerned. 


Relations Between Countries With Legislation Based on 
Different Principles 


It is much less easy to deal with the problem between countries 
with legislation based on different principles, one on the personal 
nature of entitlement and the other on territoriality. If a migrant 
goes from a country where the personal principle applies to one 
where the law is based on territoriality he may be entitled to claim 
double benefit, for he should logically retain the personal right 
acquired in the emigration country and immediately acquire a 
further right by establishing residence in the immigration country. 
Conversely, when a migrant goes from a country with territorial 
legislation to a country where the law is based on the personal 
nature of entitlement, there is every likelihood that he will have no 
rights at all. By losing his residence in the emigration country, he 
loses the rights which he could claim in that country, and will only 
acquire a personal right in the immigration country after complet- 
ing the period of contributions or employment imposed by the law 
of the second country. This is far from being a hypothetical case ; 
it occurs frequently, and international agreements endeavour to 
palliate the very unfortunate consequences. 

Though it would seem natural, at first sight, to take steps for 
the prevention of duplication of benefits, few existing international 
agreements have clauses for this purpose. This is because the 
persons responsible for negotiating agreements are always reluct- 
ant to reduce or abolish rights which result simply from the 
operation of their own legislation, as this would place nationals of 
the contracting countries in a less favourable position than those 
of countries with which there is no agreement. What is more, 
some agreements expressly allow the individual to choose whether 
the rules of the agreement shall be applied to him or not, in which 
case the national legislation will apply as before. This considera- 
tion, however, cannot be allowed to lead to the continuance of 
absurd and shocking situations, such as entitlement to family 
allowances under two laws for the same children or to double 
pensions for the same disability. It is for this reason that article 9, 
section 4, of the general social security Convention of 7 January 
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1950 between France and the Netherlands lays down that any 
invalidity pension paid under French legislation shall be deducted 
from any benefit provided by the Netherlands invalidity insurance 
scheme for the same disability under Netherlands legislation. 
Similarly, a draft model Convention drawn up by the experts of 
the five Brussels Treaty States has a clause stipulating that no 
national of the Parties shall be able to receive benefits of the same 
type in respect of the same contingency under the legislation of 
two Parties ; this rule does not, however, apply as regards old-age 
and survivors’ pensions and death grants. 

The prevention of duplication is, however, a matter of only 
secondary importance in comparison with the maintenance of 
acquired rights and the obvious need to prevent total loss of rights 
by a migrant who leaves a country with territorial legislation and 
goes to a country with legislation based on the personal nature of 
entitlement. The difficulty is that the emigration country can 
hardly agree to go on providing benefit (which is dependent on 
residence in the country) to an emigrant who has gone to live abroad ; 
nor is it any easier for the immigration country to consider provid- 
ing benefits under its legislation for an immigrant who fulfils none 
of the prescribed conditions and has no period of insurance in the 
country to his credit. 

A most striking example is the situation in regard to old-age 
pensions which arises between any of the Scandinavian countries 
—which pay pensions to all persons living in their territory, subject 
only to a nationality requirement—and a country where the law 
only awards a pension after a (usually considerable) number of 
years of insurance. In the absence of any international agreement, 
an aged person who leaves a Scandinavian country for a country 
in the second group after becoming entitled to a pension loses all 
his rights. 

A solution to this difficult problem has been provided by the 
general social security Convention of 30 June 1951 between Den- 
mark and France, which should serve as a basis for other bilateral 
agreements on the same subject. If an aged person leaves Denmark 
for France he loses his right to a Danish pension but becomes 
entitled under French legislation to a pension which is calculated 
by counting periods of residence in Denmark since the age of 18 
as periods of insurance in France ; and the amount of the pension 
is refunded by the Danish Government.! Conversely, if an aged 
person leaves France for Denmark he becomes entitled to the 
pension under Danish legislation either immediately (where he is 


___ 1 The French pension is, however, only payable to a Danish national 
if he has completed five years’ ae residence in France or has 


five years’ insurance in France to his credit. 
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a Danish national) or after five years’ uninterrupted residence 
(where he is a French national). But he does not forfeit any rights 
that he had already acquired to a pension under French legislation ; 
this is paid to the Danish Government which passes on to the 
pensioner any amount by which it exceeds the Danish pension (or 
the whole amount until the person has completed the period of 
five years’ residence). This rule prevents duplication of benefit. 

The above arrangement may seem complicated, and others are 
no doubt possible. The matter is still undecided, but the Conven- 
tion between Denmark and France at least has the merit of provid- 
ing a solution for a particularly difficult and hitherto unresolved 
problem. 


Rights in Process of Acquisition 


We have seen that the problem of maintaining acquired rights 
is largely identical with the problem of determining the scope of 
the different national laws. The problem of maintaining rights 
in process of acquisition brings the same principles into play, but 
involves certain new factors. It arises from a situation where the 
relevant national law makes benefit subject to a prescribed period 
of employment, residence or contributions, and the migrant does 
not fulfil the conditions under the law of either country when the 
contingency (sickness, retirement age) which normally confers 
entitlement to benefit occurs. In such a case, he is unable to profit 
either from the maintenance of an acquired right in the country 
which he has just left or from a newly created right in the country 
in which he settles. The problem is therefore one of giving legal 
and practical validity in the immigration country to any qualifying 
periods completed towards entitlement in the emigration country." 

It follows that this problem does not arise when, under the 
law of the immigration country, the right to benefit is acquired 
by the mere fact of residence, as in Great Britain for entitlement 
to use the National Health Service and in the Scandinavian coun- 
tries for entitlement to an old-age pension (subject to the condition 
regarding nationality). It is limited to cases where the legislation 
of the immigration country makes the right to benefit subject 
to a prescribed period of employment, residence or contributions. 

In such cases the natural solution to the problem is to aggregate 
the qualifying periods in both countries for purposes of benefit. 


1It is also possible to imagine a case where qualifying periods in the 
immigration country are counted towards entitlement under the law of the 
emigration country when the contingency occurs shortly after migration. 
Recent agreements have made provision for this, especially as regards 
invalidity (see article 13 of the Convention of 17 January 1948 between 
Belgium and France, and the other Conventions modelled upon it). 
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Though this solution is based on a simple principle it often raises 
serious difficulties in practice. 

There may, for example, be considerable differences of technique 
in the laws of the two countries. Qualifying periods may be 
calculated according to completely contrary rules. In one case 
entitlement may depend on a prescribed length of insurance or 
on a prescribed period or amount of contributions, other periods 
(of sickness, unemployment or military service) being treated as 
equivalent to varying extents. In another case entitlement may 
depend on the periods of work or employment. Elsewhere, resid- 
ence may be the only factor taken into account. These periods 
may be reckoned by weeks, months, quarters or years, and elements 
that are not strictly comparable may have to be added together. 
It will be necessary to accept rough compromises (for example, 
by counting periods of residence in one country as periods of 
insurance in another) and to make complicated rules to prevent 
the same period from being counted twice or another not being 
counted at all. 

Moreover, where periods in one country are counted under the 
law of another, the latter country incurs a liability without any 
corresponding contribution to its economic life. Such a situation 
raises no great difficulties if the movement of population between 
two countries more or less evens out. But this rarely happens, 
and the countries usually fall into two distinct groups—emigration 
countries and immigration countries. The latter have a natural 
reluctance to accept a liability that would normally be shouldered 
partly by the former. Some arrangement for sharing the cost 
of benefits awarded as a result of aggregating periods in the 
emigration country and immigration country is therefore required, 
and national interests come into conflict with the individual 
interests of the migrant. 

In view of these considerations, the existing international 
agreements deal with the question of maintaining rights in process 
of acquisition in ways that vary in detail for the different branches 
of social security, though they are all based on the aggregation 
of qualifying periods. 


Short-term Benefits 


A first category consists of the branches dealing with contin- 
gencies of a temporary character for which coverage is generally 
dependent on relatively short periods of insurance or employment : 
sickness, maternity, unemployment and death (as regards lump- 
sum benefits). In these branches the periods in both countries 
are aggregated for determining entitlement and the amount of 
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benefit, and the scheme in the immigration country assumes entire 
liability for the benefits provided, these being determined exclu- 
sively by its own legislation. 

Rules of this kind for sickness and maternity are to be found 
in the general social security Convention of 17 January 1948 
between Belgium and France and in the Conventions modelled 
upon it. The same formula underlies the Convention of 23 December 
1947 between Denmark and Sweden regarding the transfer of 
members of Danish sick funds to Swedish sick funds and vice 
versa, and the Convention of 18 December 1948 between Norway 
and Sweden in regard to reciprocal crediting of unemployment 
insurance contributions. 

Many of the agreements, however, considerably restrict the 
scope of such provisions by stipulating that the contingency must 
have occurred in the immigration country. 

A special formula in this matter occurs as regards maternity 
in article 6 of the Convention of 17 January 1948 between Belgium 


and France, and most of the Conventions modelled upon it. The | 


right to maternity insurance benefits is calculated by aggregating 
the periods spent in the emigration country and in the immigration 
country, and it accrues as soon as (with this procedure of aggrega- 
tion) the person concerned fulfils the conditions in either country. 
The benefits provided are always those of the immigration country, 
but the cost is borne by the scheme to which the person belonged 
at the estimated date of conception and this scheme refunds the 
actual expenses incurred by the scheme in the immigration country. 


Old-age and Survivors’ Pensions 


It is in the field of old-age and survivors’ pensions that the 
problem of maintaining rights in process of acquisition has most 
practical relevance. In contrast to the benefits just mentioned, 
these pensions represent a heavy and continuing charge on the 
insurance scheme concerned. Moreover, they are often regarded 
as a counterpart to the contributions paid by the worker during 
his working life or to the contribution made by him during his 
lifetime to the economy of the country he has worked in. It may 
therefore appear unfair to ask the country in which he happens 
to retire to bear the whole cost of the pension. Nevertheless, 
this is the solution adopted in the Social Security Agreement of 
15 April 1949 between Australia and New Zealand and the Con- 
vention of 27 August 1949 on the payment of old-age pensions 
between Denmark, Finland, Iceland, Norway and Sweden; in 
both cases the territorial nature of the pension right, dependent 
only on residence, is accepted without reservation, and this com- 
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pletely eliminates the problem of maintaining rights in process 
of acquisition. 

But in most cases the legislation on old-age and survivors’ 
pensions is based on the personal nature of the pension right, 
and hence excludes assumption of liability for payment by the 
country of residence and also the assumption of exclusive liability 
by the country where the person was last gainfully occupied. 
In the case of legislation of this kind, the principles for solving 
the problem are laid down in the Maintenance of Migrants’ Pension 
Rights Convention, 1935, of the I.L.O. This provides as follows : 
(a) all insurance periods in the different countries bound by the 
Convention are to be aggregated for entitlement to a pension ; 
(b) each insurance institution from which the claimant is entitled 
to benefit must calculate the amount of the pension according 
to the law covering the institution, all periods of insurance being 
counted both when determining entitlement and when assessing 
the amount of benefit ; (c) each institution then pays a proportion 
of the assessed pension corresponding to the ratio between the 
insurance periods completed under its legislation and the total 
of the periods taken into account. 

The result of this formula is to give the migrant two or more 
proportional pensions calculated on the basis of the periods in 
the different countries and the legislation of each country. Apart 
from the difficulty of comparing periods calculated according to 
different rules, it is relatively simple.’ It is also fair both to the 


1A solution for the main difficulties in determining the periods to be 
aggregated was proposed by the e — of the Brussels Treaty Powers in 
an interpretation report dated 21 February 1951. The following are the 
main rules given in the report : 


Insurance periods and periods recognised as equivalent under the legislation of one of the countries 
are added to the periods completed or recognised as equivalent under the legislation of the other country 
in so far as this procedure is needed to complete (without overlapping) the insurance periods or periods 
recognised as equivalent in the first country. 

The periods to be regarded as equivalent to insurance periods in each country are those regarded as 
such by that country’s legislation. 

Every period recognised as equivalent to an insurance period under the legislation of each of the two 
contracting countries is counted when benefit is assessed by the agencies in the country where the person 
was last employed before the period in question. 

Where the person was not employed before the said period, it is counted by the agencies in the country 
in which he was employed for the first time. 

Where an insurance period under the legislation of one country coincides with a period recognised as 
equivalent to an insurance period under the legislation of the other country, only the former is counted. 

The above rules, however, only refer to periods which are situated between precise dates. Nor do they 
indicate what effect periods excluded by the rules on overlapping are to have on the calculation of pension 
by aggregation. Similarly, they make no reference to periods that are not entirely equivalent. It therefore 
seems advisable to interpret these rules as follows: 

Where certain insurance periods in a country cannot be situated between precise dates, it will be 
assumed that they do not overlap insurance periods in the other country and, for the purpose of aggregating 
the periods, they will be counted in so far as they can usefully be taken into account. 

Periods excluded under the rules on overlapping can in no circumstances be taken into account, either 
as regards entitlement to a pension or for assessing the pension under the provisions of bilateral agreements. 
It is the duty of each of the contracting countries, after calculating the fraction of the pension for which it 
is liable under the bilateral agreement, to add to this fraction a sum corresponding to the periods recognised 
under its own legislation but disregarded when aggregating the periods. 

As regards periods which are not entirely equivalent to insurance periods, these should only be taken 
into account when aggregating if, under the legislation of the country in which they occurred, they are regarded 
as insurance periods or equivalent periods for entitlement to a pension and for the assessment of the pension. 








124 INTERNATIONAL LABOUR REVIEW 





migrant, who receives a pension on the basis of all his periods 
of employment, and to the countries liable for benefit, whose 
respective liability is proportionate to the migrant’s contribution 
to their economy. 

Although this I.L.O. Convention has been ratified by a small 
number of countries only, its principles have been widely applied 
in practice. They are embodied in the general social security 
Convention of 17 January 1948 between Belgium and France, 
all the Conventions modelled upon it, and the multilateral Conven- 
tion of 7 November 1949 to extend and co-ordinate the application 
of the social security laws to the nationals of the Parties to the 
Brussels Treaty. The only recent agreements (apart from those 
already referred to between Australia and New Zealand and 
between the Scandinavian countries) which have not adopted the 
formula laid down in the I.L.O. Convention seem to be those 
which Switzerland has concluded with France and with Italy. 
These make no provision for aggregating periods and merely lay 
down detailed rules for the rights of nationals of the signatory 
countries to benefits provided by the insurance scheme of the 
other country. They are thus less complete than the other 
existing agreements and the safeguards for migrants are more 
restricted. It appears that the Swiss Government is reluctant, 
in view of the character of its recent old-age insurance legislation, 
to accept the idea of aggregating periods for benefit under this 
legislation. 

In any case, the I.L.O. Convention and the other Conventions 
which apply its principles appear to contemplate only relations 
between countries with legislation based upon the personal 
character of the pension right (the I.L.O. Convention speaks 
only of aggregating “insurance periods”). They entirely ignore 
the question of maintaining rights in process of acquisition when 
a migrant leaves a country with territorial legislation for one 
where the legislation makes the pension right a personal one. 
An attempt was made to deal with this question in the general 
social security Convention of 30 June 1951 between Denmark 
and France which has already been mentioned. This adapts the 
principles of the I.L.O. Convention to the legislation of the respect- 
ive countries—the Danish, which has a territorial basis, and the 
French, which is based on the personal nature of pension rights. 
The solutions reached are as follows : 

(1) Insurance periods in France and residence periods in Den- 
mark after the eighteenth birthday are aggregated (on condition 

1 The Convention of 4 April 1949 on social insurance between Italy 


and Switzerland, and the Convention of 9 July 1949 on old-age and survivors’ 
insurance between France and Switzerland. 
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that the residence periods in Denmark amount to at least five 
years), but this process is only effective as regards the application 
of the French legislation. The French social security institutions 
bear the cost of a proportional pension calculated according to 
French law and corresponding to the ratio between the insurance 
periods in France and the total of the aggregated periods. This 
is once more an application of the I.L.O. Convention, but it is 
unilateral and operates only as regards the French legislation, 
which is based on the personal nature of the right to a pension. 


(2) In other respects, the solutions provided are the same as 
for the maintenance of acquired rights. If the pensioner lives in 
Denmark, he receives the full Danish pension (on condition that 
he has resided for five years in Denmark if he is a French national) 
plus any amount by which the French proportional pension 
exceeds the Danish pension (the remainder of the proportional 
pension being retained by the Danish Government). If the 
pensioner lives in France, he receives the full French pension for 
all the aggregated periods, but the Danish Government refunds 
to the French social security scheme that part of the pension 
which relates to the period of residence in Denmark counted in 
the assessment. 


In this field, as in relation to the maintenance of acquired 
rights, the solutions sanctioned by the Convention between 
Denmark and France are capable of being extensively developed. 


Invalidity 


The coverage of invalidity raises a special problem as regards 
the maintenance of rights in process of acquisition, for the national 
laws rest on completely opposite conceptions. In some, invalidity 
is regarded as a permanent state and all the rules relating to old 
age are applied; the invalidity pension is a premature old-age 
pension, usually dependent on a fairly long period of contributions 
and proportional to the contribution periods completed. In others, 
invalidity is regarded as a prolongation of illness; if a certain 
minimum period of registration or contributions is required, it is 
comparatively short—usually one year—and the amount of benefit 
is independent of the period of contributions. 

In relations between countries where both sides have laws 
based on the first concept, it is natural to apply the above-men- 
tioned rules for old-age pensions—aggregation of insurance periods, 
with pensions proportional to the periods in each of the countries. 
This is the solution sanctioned by the Maintenance of Migrants’ 
Pension Rights Convention, 1935, of the I.L.O., by the general 
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social security Convention between Austria and the Federal Repub- 
lic of Germany, and by the Convention, which is not yet in force, 
between the Federal Republic of Germany and the Netherlands. 

In relations between countries where both sides have laws based 
on the second concept, the solution adopted is the same as for 
sickness—the periods in both countries are aggregated but only 
one country pays the cost of benefits. This formula is found in 
the general social security Convention of 17 January 1948 between 
Belgium and France and in the Conventions modelled on it ; if the 
migrant has been insured for at least a year in the new country of 
residence, the scheme in that country is responsible for providing 
all the prescribed benefits ; otherwise, the scheme in the emigration 
country continues to be responsible for benefit. As the latter rule, 
however, is based on the presumption that any invalid state cer- 
tified before the migrant has resided one year in the new country 
must be due to a disease contracted in the emigration country, it 
does not apply when invalidity is the result of an accident ; in this 
case, the scheme in the immigration country is always responsible 
for benefit. 

The problem of which formula to use where one country applies 
the first concept (invalidity as premature old age) and the other 
applies the second concept (invalidity as prolonged illness) has 
arisen. Experience has shown that in such cases the agreement 
must in practice be based on the principles deriving from the 
second concept. A country which in the absence of any agreement 
awards a full invalidity pension after one year’s insurance can 
hardly give an immigrant a reduced pension merely because he 
was previously employed in another signatory country—for that 
would be the effect of the rules of the I.L.O. Convention for aggre- 
gating periods and calculating proportional pensions. Consequently, 
the existing international agreements have provided in the present 
case that one or other of the two countries shall pay the whole of 
the invalidity benefit assessed according to its legislation after 
aggregation of the periods in the two countries. 

We have seen that there are now known and well established 
solutions to the problems of maintaining acquired rights and rights 
in process of acquisition. Indeed the most important results for 
social security in the international field have been achieved in this 
particular direction. It is true that these solutions are not yet 
generally applied, but this is because the machinery for carrying 
them out must be built up gradually. 


1 Cf. the general social security Convention of 7 January 1950 between 
Trance and the Netherlands, the general social security Convention of 
10 July 1950 between France and the Federal Republic of Germany, etc. 
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Machinery for the Maintenance of Rights 


In all cases where the mere operation of national laws does not 
automatically lead to maintenance of rights, this can only be 
effected by international agreements. Many different types of 
agreement are possible and in fact exist : bilateral and multilateral 
agreements, and “open” Conventions such as those adopted by the 
I.L.0. The merits of the various types can already be judged 
from practical experience. 


BILATERAL AGREEMENTS 


Up to now, the bilateral agreement has been the usual type. 
Based on a comparison of the laws of the two contracting countries, 
it attempts to find solutions which are appropriate to the technique 
of each. Even when the underlying principles are similar there are 
always differences in the laws and, therefore, though the bilateral 
agreements may resemble each other closely, they must provide 
special rules. The agreements are in any case limited, in subject 
matter, to relations between the social security schemes of the two 
contracting countries and, in the range of persons covered, to 
nationals of the two countries. 


MULTILATERAL AGREEMENTS 


Bilateral agreements are incapable of dealing with the case of 
a person who resides or is employed successively in more than two 
countries. A solution for such problems may therefore be sought 
by making multilateral agreements. 

The first type is the self-contained multilateral Convention 
which deals directly and fully with the problems arising in relations 
between the social security schemes of all the signatory countries. 
The Convention of 27 August 1949 between Denmark, Finland, 
Iceland, Norway and Sweden on the payment of old-age pensions 
and the Convention of 7 November 1949 between the Brussels 
Treaty Powers on medical and social assistance may be placed in 
this category. But neither of these really deals with a problem of 
maintaining acquired rights or rights in process of acquisition, 
because the old-age insurance laws of the Nordic countries and 
the assistance laws of the Brussels Treaty Powers are based on the 
principle of the territoriality of benefit rights. The question 
therefore was not one of ensuring the maintenance of rights acquired 
by the migrant in the emigration country but only of making 
benefits under the law of the immigration country available to the 
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immigrant from abroad. When it is really necessary to devise 
machinery for the maintenance of rights, the disparity of laws 
makes it difficult to lay down precise and practical solutions which 
would be valid without adaptation for more than two countries. 

The Brussels Treaty Powers accordingly preferred to adopt a 
second type of multilateral Convention which is superimposed on 
bilateral agreements in order to co-ordinate their application. 
This was done in the Convention of 7 November 1949 to extend 
and co-ordinate the application of the social security laws to 
nationals of the Parties to the Brussels Treaty. 

However, such multilateral Conventions cannot come about 
quickly since they suppose the prior existence of bilateral agree- 
ments between the various countries that may become parties to 
the Convention. The Committee of Social Security Experts of 
the Council of Europe have therefore recommended the member 
countries to make a multilateral agreement of more limited scope, 
merely laying down the principle of extending bilateral agreements 
between the countries to cover nationals of other countries. The 
sole object of such an agreement would be to abolish the limitation 
of bilatera] agreements to nationals of the signatory countries, and 
to extend them to cover nationals of other countries who have 
resided or been employed in either of the two signatory countries, 
without thereby giving rise to any obligation for the countries of 
which the persons are nationals. The agreement is intended in 
any case to be merely subsidiary and provisional, and to be replaced 
in the fairly near future by bilateral agreements co-ordinated by a 
full multilateral Convention. However, though such an agreement 
would represent an advance, there are obvious technical difficulties 
in the way of any attempt to combine the application of two or 
more existing bilateral agreements without having an over-all 
Convention to co-ordinate them. 


“OPEN” INTERNATIONAL CONVENTIONS 


The International Labour Organisation has tried to find a 
general solution for the problems of maintaining acquired rights 
and rights in process of acquisition. Two of the existing I.L.O. 
Conventions—the Equality of Treatment (Accident Compensation) 
Convention, 1925, and the Maintenance of Migrants’ Pension 
Rights Convention, 1935—state this object explicitly. The former 
has been ratified by many countries but the latter by extremely 
few, and this contrast enables one to judge the value of such 
Conventions as a practical means of maintaining rights. 

Nearly all the employment injury laws are based on similar 
principles for deciding which country’s law is applicable; the 
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recognised procedure is to apply the rules governing the worker 
at the date of the injury without any conditions as to the period 
of residence, employment or contributions. Hence, in this branch, 
there are no rights in process of acquisition, and the problem of 
maintaining acquired rights is merely one of paying benefit out- 
side the frontiers of the country liable for benefit. No serious 
difficulty therefore arises (at least none that affects the principles) 
and the similarity of the national laws makes it possible to achieve 
the desired result by simple formulae on which general agreement 
can easily be reached. 

The position is very different as regards the second I.L.O. 
Convention, which is mainly concerned with old-age and survivors’ 
pensions. From the technical aspect, the rules laid down in the 
Convention cannot be put into effect without modifying the actual 
content of the national laws concerned. In the field of principles, 
the Convention is limited by its express provisions to relations 
between countries with legislation based on the personal 
nature of entitlement ; the countries with legislation that rejects 
this principle in favour of territoriality are therefore unable to 
ratify it. Moreover, most countries are reluctant to contract 
obligations by ratification which are, in fact, indeterminate ; even 
if it approves the principles laid down in the Convention, a country 
will find it difficult or impossible to undertake in advance to apply 
these principles in relations with countries whose pension legisla- 
tion is unknown or involves a quite different system of old-age 
and survivors’ pensions. Experience has left little doubt that 
the maintenance of rights to such pensions (whether already 
acquired or in process of acquisition) requires direct contact be- 
tween the competent national institutions and detailed know- 
ledge of each other’s regulations and organisation ; and that the 
circumstances demand bilateral or, if need be, multilateral agree- 
ments laying down precise and reciprocal obligations. 

Apart from special cases, therefore, the system of “open” inter- 
national Conventions cannot be relied on as a means of maintaining 
rights to social security benefits. The value of such Conventions, 
which is by no means negligible, lies less in the field of practical 
arrangements than in the laying down of principles and models 
for bilateral or multilateral agreements. 


Despite the complexity of the problems, excellent results have 
been achieved in this field as an outcome of the efforts made in 
recent years. It would be wrong, of course, to underestimate 
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the clashes of principles, the contrast between different concepts 
of social security (or even between different economic and social 
policies) and the conflicting economic and financial interests that 
lie behind the purely administrative or accounting problems ; 
similar difficulties are encountered in every aspect of international 
relations. But it seems safe to say that nowhere up to the present 
has international co-operation advanced so far in so short a time, 
while still leaving room for new developments. 


ADMINISTRATIVE PROBLEMS ARISING OUT OF 
INTERNATIONAL SOCIAL SECURITY AGREEMENTS 


The application of international social security agreements 
involves the creation of a whole system of new relations between 
the social security services and institutions of the signatory coun- 
tries. These services and institutions, designed in relation to 
the national legislation and hitherto functioning in a closed space, 
are brought into close collaboration and relations between them give 
rise to a complex of new administrative and technical problems. 

These relations cannot be regulated through ordinary diplo- 
matic channels; an understanding must be reached directly 
between the actual administrators and technicians. Hence the 
importance of the administrative agreements that have been made 
to supplement the main social security agreements. In addition 
to specifying and setting in motion the delicate machinery required, 
these must provide a basis for relations of mutual confidence 
between the services and institutions of the countries concerned. 
The services and institutions of each signatory country must have 
absolute confidence in the certificates or information provided 
by the others if the main agreement is to operate effectively. 

The provisions laid down in the administrative agreements 
and the machinery created naturally depend on the content of the 
main agreement, and the great variety of formulae adopted involves 
a corresponding variety of solutions for the technical problems. 
But it is extremely difficult for any country having relations in 
social security matters with many others to use widely different 
rules and many different types of machinery without so compli- 
cating the work of the services and institutions that the whole 
purpose of the agreement is defeated. Uniformity in the social 
security agreements themselves is therefore encouraged by the 
need for simplicity of administration. 
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NATIONAL CENTRALISATION OF ADMINISTRATION 


The practical application of social security agreements often 
gives rise to a considerable exchange of information and docu- 
ments, voluminous correspondence and a mass of financial opera- 
tions ; and experience has shown how necessary it is to centralise 
these multifarious tasks. 

It is true that some of the existing administrative agreements 
do not provide for such over-all centralisation. This is because 
such centralisation is automatic in some countries, since social 
security is managed by a single department or institution, 
and also because the need for centralisation varies according to 
the type of transactions involved. 

It is not essential for the purely material side of financial 
operations ; it is often simpler to send the instalments of a pension 
direct to the pensioner and avoid using a centralising agency in 
the other country, which would merely make payment take longer. 
Many existing administrative agreements therefore provide for 
direct payment of pension instalments. 

As a result of currency restrictions, however, such operations 
often involve complicated formalities which it is preferable to hand 
over to a single centralising agency, both as regards the despatch 
of money from the country liable for benefit and its receipt in the 
country where the pensioner lives. 

And a centralising agency is still more necessary for dealing 
with claims and disputes before and during the assessment and 
payment of benefit. The receipt, forwarding and processing of 
applications, as well as filing and correspondence, can always be 
better done by a specialised agency with a staff used to the work 
and in permanent contact with the corresponding staffs in the 
other signatory countries. 

There is one particular difficulty which leads inevitably to 
centralisation—the differences of language. The important work 
of translation (and sometimes interpretation) that arises out of the 
correspondence can only be properly done by specialists in a central 
service. 

The decision as to which language shall be used for correspond- 
ence presents particular difficulty. As a rule the international 
agreements provide that all communications addressed by 
persons covered by the agreement to agencies, authorities or 
tribunals responsible for social security matters in a signatory 
country may be written in one of the official languages of either 
country. This rule is necessary as regards individuals, but it would 
be impossible in practice to expect the services or institutions of 
a given country (or even a centralising agency) to translate docu- 
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ments from a large number of languages, some of them written in 
uncertain terms by more or less uneducated workers. It may 
therefore be necessary for letters from individuals to go to a central- 
ising agency in the country of residence for transmission to the 
centralising agency in the other country, accompanied by a transla- 
tion or summary in the language of the addressee country or in 
some widely known international language. The existing adminis- 
trative agreements do not contain specific rules to this effect, 
since national susceptibilities hinder official recognition of the 
need for an accompanying translation. Nevertheless, this method 
has had to be used in practice in order to ensure proper implemen- 
tation of the social security agreements. 


SCOPE OF THE PROBLEMS 


All the problems involved in applying social security agree- 
ments are bound up with the need to ensure ease and facility in 
the discharge of obligations arising out of the agreements and to 
provide benefits to entitled persons with a minimum of formalities 
and a maximum of social efficiency. The problems are many and 
not all of equal importance. 

Where, for example, a person liable for contributions resides 
outside the country of the creditor agency, the collection of contri- 
butions may give rise to difficulties. The competent departments 
are required by the principle laid down in all agreements to assist 
each other in this as in other matters in the same degree as if the 
matter were one affecting the application of their own social security 
schemes. Such administrative co-operation, however, does not 
involve the creation of any special legal machinery. The Brussels 
Treaty Powers have been considering an agreement authorising 
the creditor country to invoke the special procedures for recovering 
contributions in the debtor’s country of residence, and a draft 
is now being studied. But whatever the final decision, it is clear 
that the question is one of limited practical importance. 

In actual fact, the problems that have arisen and have been 
dealt with relate almost exclusively to benefits. In the following 
review of these problems, we shall consider them as concretely as 
possible, mainly on the basis of French experience in the various 
matters. 


Determination of Claims to Benefit 


The principle governing the administrative machinery for 
applying the recent social security agreements is that the agencies 
of each signatory country may represent the agencies of the other. 
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We have already mentioned the rule in all the agreements whereby 
the authorities and social security agencies of the contracting 
countries furnish mutual assistance in the same degree as if the 
matter in question were one affecting the application of their own 
social security schemes. This principle gives rise to a series of 
consequences as regards the commencement of entitlement and the 
assessment of benefit under the legislation of one country when 
the beneficiary is resident in another. 

A person resident in one of the signatory countries who is 
entitled to benefit under the social security scheme of the other 
country can validly lodge his claim with the institutions in his 
country of residence. This rule applies not only to ordinary claims 
or applications but also to appeals. Explicit provision to this 
effect is made in recent Conventions : “ Appeals that are required 
to be lodged within a prescribed period with an authority com- 
petent to receive appeals relating to social security in one of the 
contracting countries shall be deemed admissible if they are lodged 
within the same period with a corresponding authority in the other 
country. In such cases, the latter authority shall transmit the 
appeal without delay to the competent authority.” 

The duties of the authority or agency in the country of residence 
which receives an application intended for an authority or agency 
in the other country are not always limited to mere transmission. 
In many cases bilingual forms for applications are jointly prepared 
by the competent authorities of the two countries, and the author- 
ity or agency receiving applications is required to see that they 
are correctly filled in. It is often responsible also for checking 
the supporting documents issued by the authorities of the country 
since it can do so much more easily than the corresponding agency 
in the country providing benefit ; and the resultant collaboration 
between the authorities and agencies in the two countries greatly 
facilitates the processing of claims. Some countries have gone 
still further and no longer require the transmission of certain 
papers or documents that must normally accompany applications ; 
once these have been produced to the authority or agency in the 
country of residence and it has certified that the references given 
in the form are correct, its endorsement is accepted as sufficient 
evidence, without production of the documents themselves. 

As a logical consequence of these rules, the agreements further 
provide that the privilege of exemption from registration or court 
fees, stamp charges and consular fees under the legislation of 
one of the contracting countries in respect of documents to be 
produced to its social security authorities or agencies shall be 
extended to the corresponding documents to be produced, for 
the purposes of the agreement, to the social security authorities 
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or agencies of the other. Similarly, all certificates, documents 
and papers to be produced for the purposes of the agreement 
are exempted from legalisation by the diplomatic and consular 
authorities. 

Thus, under the terms of each agreement and the administrative 
agreements for implementing it, the services and agencies of the 
signatory countries are linked by a system of direct, close and 
continuing relations quite separate from normal international 
relations. The growing number of agreements is gradually creating 
a veritable international community in administrative and technical 
matters among the social security services and agencies of more 
and more countries. 


SPECIAL CASE OF BENEFIT RIGHTS RESULTING 
FroM AGGREGATION OF PERIODS 


The machinery just described applies uniformly to all benefits 
to be provided by the social security scheme of one country when 
the beneficiary resides in another. But collaboration between the 
authorities and agencies of the two countries is inevitably still 
closer when periods of residence, employment or contributions 
in both countries must be taken into account for entitlement to 
benefit or the assessment of benefit. 

More than in any other case the use of jointly prepared 
bilingual forms is required here, so as to permit rapid transmission 
from the services and agencies of one country to those of the other, 
and easy comparison of the particulars required for judging 
entitlement and assessing benefit. The most common—and also 
the most complicated—case is that of old-age pensions based on 
aggregation of the periods spent in the two countries and awarded 
in the form of two proportional pensions, each calculated under 
the law of one of the countries. In these circumstances the com- 
petent service or agency in each country must have full details of 
the applicant’s career in both countries. 

Under the existing administrative agreements the initial pension 
application is made to the competent agency in either of the 
two countries, which examines the application from its own point 
of view, assesses the part of the pension for which it is responsible, 
and then forwards the application, supporting documents and 
award form to the competent agency in the other country. The 
latter does the same thing under the legislation of the second 
country, and the result is communicated to the first agency. 

Thus, apart from the fundamental problems examined above, 
everything depends on carefully planned machinery, forms designed 
to present all the necessary information clearly, a full list of the 
supporting documents required, and a fixed order for each operation. 
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There are, nevertheless, certain special problems in relation 
to the exercise of administrative and medical supervision in one 
country on behalf of the services or agencies of the other. We 
shall come back later to this question. 


Payment of Benefit to Non-residents 


When a person entitled to benefit (for example, the recipient 
of an old-age, invalidity, survivors’ or employment injury pension) 
payable under the social security scheme of one country is resident 
in another country, it is necessary to decide how the benefit shall 
be paid. 

It is generally accepted that any social security service or 
agency discharges its obligations by paying benefits in the national 
currency within its territory; it is not called upon to assume 
exchange risks or supplementary expenses arising from the fact 
that the beneficiary lives outside the country to which the service 
or agency belongs. 

There may, however, be two different methods of payment : 
either direct to the beneficiary, or through a social security agency 
in the country of residence. The first arrangement is the only 
one possible when there is no agreement between the two countries 
concerned ; the second requires such an agreement, both in order 
to adopt the principle and in order to prescribe the details of 
application. Even so, many existing agreements have not adopted 
the second system. Two questions may therefore be asked: (1) 
what considerations may lead to one solution being preferred to 
the other ; and (2) if it is decided to make payment through the 
agencies of the country of residence, by what method is this to 
be done ? 


DIRECT OR INDIRECT PAYMENT 


Direct payment of benefit to a person living in a country other 
than that of the agency liable for benefit is only possible in practice 
if it is not subject to any conditions or controls and is a purely 
material transaction. More precisely, the only condition for 
payment is that the beneficiary must give a proper receipt. In 
such cases payment may be—and often is—made in one of two 
ways : through the consular service of the country to which the 
agency liable for benefit belongs, or through the Post Office (since 
the postal authorities of most countries undertake to collect receipts 
for payments made through them). In both cases, this method 
has the advantage of simplicity ; the formalities and delays involved 
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in calling upon the social security agencies of the country of resid- 
ence are avoided, and the agencies are spared additional work. 
There is, however, the disadvantage that the payment becomes a 
purely material transaction, without any social significance ; the 
agency liable for benefit has no contact with the beneficiary, no 
acquaintance with his living conditions, no control over him, and 
must be content with the mere knowledge, guaranteed by the 
receipt for benefits received, that he exists. 

But the law often imposes conditions for payment of benefit 
which must be checked. For some pensions it is a condition that 
the means of the pensioner do not exceed a certain amount or that 
he is not gainfully occupied, and this can only be checked in prac- 
tice by the agencies or services of the country in which he is living. 
There must accordingly be close co-operation between these agencies 
and the agencies liable for payment. An example, relating to 
payment of old-age pensions in France by the British national 
insurance authorities, occurs in the administrative agreement of 
14 December 1949 for applying the General Agreement on social 
security of 11 June 1948 between France and the United Kingdom. 
The French Funds are responsible for paying pensions on behalf 
of British insurance and must, in conformity with the British law, 
require the beneficiaries to prove that they have ceased regular 
work and to make a periodical declaration of earnings; if in any 
quarter these exceed the equivalent in French currency of £13, 
the French Fund reduces the pension instalments by an amount 
equal to the excess. The result of this arrangement is therefore to 
make the agencies in the beneficiary’s country of residence respon- 
sible for applying the law under which the benefits are paid. 

It should be noted that supervision of this sort by the social 
security agencies of the country of residence does not necessarily 
involve payment of benefit through their intermediary. Their 
function may be merely to carry out any checks asked for and to 
pass on the results to the agency liable for benefit so that it may 
take the necessary action. Under the administrative agreement 
of 1 October 1950 for applying the general social security Conven- 
tion between Belgium and France, the French social security 
agencies are responsible for seeing that recipients of certain Belgian 
benefits who are resident in France abide by their undertaking to 
cease all gainful employment except casual work, and detailed 
rules for supervision are laid down. The French agencies merely 
exercise such supervision, and communicate the results to the 
Belgian agencies, from whom the beneficiaries receive the benefits 
directly. 

Most often, however, the close connection between payment 
and supervision makes such separation of functions difficult, and 
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supervision will only be effective if the social security agency of 
the country of residence also makes payment. 

What we have said regarding the checking of resources and 
gainful employment is also true for medical supervision wherever 
payment of benefit depends on illness or invalidity. This involves 
special problems, however, to which we shall return later. 


METHODS OF COLLABORATION BETWEEN AGENCIES 


Various methods are possible when payment of benefits is 
made by the agencies of the beneficiary’s country of residence on 
behalf of the agencies liable for benefit. 

Under an arrangement frequently found in existing agreements, 
the agency in the country of residence is merely the executive 
agent of the other agency and is not in principle responsible for 
initiating action. An example is the administrative agreement of 
12 April 1950 between France and Italy regarding the payment 
in Italy of employment injury pensions from the French Social 
Security Funds. Payment is made through the National Industrial 
Accident Insurance Institute in Rome (I.N.A.I.L.). Fifteen days 
before each quarterly instalment becomes due, the French Funds 
send to I.N.A.I.L. through the Caisse Nationale de Sécurité Sociale 
(the French centralising agency) a list of names with the payments 
to be made, and deposit the corresponding amounts in the Italian 
Exchange Office account at the Bank of France in Paris. After 
converting the amounts into lire, I.N.A.I.L. makes payment in 
the same way as for Italian pensions, unless the beneficiary has 
died or (in the case of a widow or widower) has remarried. After 
each instalment date I.N.A.I.L. sends to the Caisse Nationale de 
Sécurité Sociale a statement of the amounts paid (and, where 
appropriate, a list of the amounts not paid giving the reasons for 
non-payment), certifying that the payments have been properly 
made and that the recipient was alive at the instalment date. Its 
responsibility is thus limited to verifying the validity of the receipts 
given. For the French Funds, the statement represents a collective 
receipt discharging them from their liability. 

It is possible to extend the collaboration between the agencies 
of the two countries still further by making one agency the substi- 
tute for the other as regards payment of benefits. Though this 
arrangement is less widely applicable than the previous one, a 
particularly good example occurs in the administrative agreement 
of 14 December 1949 for applying the General Agreement on social 
security of 11 June 1948 between France and the United Kingdom. 
This agreement covers all benefits payable in Great Britain by the 
French agencies and in France by the British National Insurance. 
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The Caisse National de Sécurité Sociale sends lists to the British 
Ministry of National Insurance giving the names of the persons 
residing in Great Britain who are entitled to pensions under French 
legislation. Similarly, the British Ministry sends lists of British 
pensioners resident in France. Each notifies the other of any 
changes in the lists. On this basis, the British Ministry undertakes 
payment of benefits in Great Britain and the French agencies 
undertake payment of benefits in France. As far as possible the 
British Ministry makes payment on the same conditions as apply 
to pensions paid in France ; but the French agencies pay British 
pensions not weekly (as in Great Britain) but at the same intervals 
and on the same conditions as for French pensions except that the 
provisions of British legislation regarding earnings and stoppages 
of work are applied where appropriate. 

Under this system the British Ministry and the French Funds 
each advance the sums required for the payments and quarterly 
settlement is made later. Each communicates to the other a state- 
ment of the payments made, with supporting documents. The 
Caisse Nationale de Sécurité Sociale refunds the amounts paid to 
recipients of French pensions and the Ministry similarly refunds 
the amount paid on its behalf. To avoid the effects of exchange 
fluctuations, the Caisse Nationale de Sécurité Sociale has opened 
an account in London and the Ministry one in Paris, in which they 
regularly deposit in advance an amount corresponding to the 
total benefits payable at each instalment date. This arrangement 
is necessary, but it deprives the system of part of its advantages. 

Another variation sometimes occurs where an agreement pro- 
vides that the agencies in the beneficiary’s country of residence 
shall, subject to reimbursement, furnish benefits under the scheme 
of the country of residence instead of those under the legislation of 
the country liable for benefit. This is the formula adopted for 
maternity insurance in many bilateral agreements : the beneficiary 
becomes entitled to the benefits prescribed in the legislation of 
the country of residence immediately after becoming insured there, 
but the cost is refunded by the agencies of the country to which 
the person belonged at the estimated date of conception. In 
reality, this rule is less concerned with the method of payment 
than with the decision as to which country’s law is applicable ; 
the reimbursement raises no special difficulty, since the scheme 
liable for benefit merely remits the exact amount disbursed by 
the paying agency. 

Much more complicated arrangements have had to be made for 
payments relating to frontier workers. It is hardly necessary to 
treat these in detail, as they follow closely the fundamental prin- 
ciples adopted for defining the position of frontier workers and 
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their dependants under the social security schemes of the country 
of employment and the country of residence.’ 


Medical Supervision 


Entitlement to certain benefits and sometimes the rate of 
benefit (notably in the case of sickness, invalidity and employment 
injury) may be related to the beneficiary’s physical condition—on 
incapacity for work, for example, or on a given degree of disable- 
ment. The payment of benefit may also depend on an assessment 
of his physical condition, which will determine whether benefit is 
to continue, be suspended or be terminated. In this matter colla- 
boration between the services and agencies of the country of resid- 
ence and of the country liable for benefit is particularly important, 
and provision is made for it in all social security agreements and 
supplementary administrative agreements, 

Under the rules usually followed, the necessary investigations 
are carried out by the services and agencies of the country of 
residence on behalf of the country liable for benefit, either when 
requested by the agency liable for benefit or automatically under 
local legislation. The agencies in the country of residence thus 
have some initiative in the matter. 

The system of supervision may include the administrative 
procedures used in the country for deciding (say) whether the 
beneficiary is gainfully occupied and also arrangements for medical 
supervision of a purely technical character, providing precise and 
detailed findings that will enable the agency liable for benefit to 
make a correct decision under the legislation which applies to it. 
As a rule, the agencies in the country of residence are not empow- 
ered to take such decisions on behalf of the agencies of the other 
country, but many administrative agreements authorise them to 
postpone payment of benefits pending a decision by the agency 
liable for benefit. 

The expenses of supervision are refunded by the agencies liable 
for benefit, either according to the actual cost of the operations 
or at a fixed rate. 


Difficulties Arising Out of the Application of Agreements 


Most existing agreements provide that any difficulties arising 
out of their application shall be settled by mutual consent between 
the highest administrative authorities of the contracting countries. 


1 See, for example, the administrative agreement of 27 July 1949 for 
applying the supplementary agreement on the social security scheme applic- 
able to frontier and seasonal workers, made under the general social security 
Convention of 17 January 1948 between Belgium and France. 
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If these cannot agree on a solution, the matter is submitted to an 
arbitration procedure arranged between the two governments. 
No such arrangement has yet been made, so that arbitration pro- 
cedure only exists as yet in theory. 

Certain agreements, however, provide for the setting up of 
joint committees. For example, under the administrative agree- 
ment of 1 October 1950 for applying the general social security 
Convention between France and Belgium, a joint advisory com- 
mittee of two members for each country is responsible for super- 
vising the operation of the Convention, suggesting any arrange- 
ments which should be made, and advising on any questions 
submitted by the authorities and agencies of the two countries. 
In fact, this committee has never been set up. On the other hand, 
the various problems arising in relations between Belgium and 
France in connection with the many frontier workers made it 
necessary to establish a special committee of technicians, which 
meets frequently and is very active. 

Experience shows that the settlement of difficulties relating to 
the carrying out of agreements does not depend on the use of care- 
fully prepared procedures but rather on frequent direct contacts 
between the competent persons in the services and agencies of the 
countries concerned, enabling them to perform the technical duties 
that arise out of the agreements in an atmosphere of mutual confid- 
ence. International social security agreements are inevitably 
limited to laying down certain basic principles, which are not 
enough by themselves. Apart from their diplomatic aspect, the 
international problems of social security are essentially administra- 
tive and technical, and therefore call for close co-operation between 
the administrators and technicians of the signatory countries in 
addition to the usual machinery for international relations. 


Parallel with the elaboration of national systems of social 
security, the last four or five years have thus seen the beginnings 
of organised international relations in social security matters. The 
different aspects of the problems involved in this process have been 
gradually disentangled and we now know their causes and effects. 
If final solutions have not been found for all of them, at least 
methods have been evolved and tried out, so that the general lines 
of a body of accepted practice are gradually taking shape. 

At the same time there has been a much more practical result. 
Daily the relations between the men in charge of social security 
services or agencies throughout the world are becoming closer. In 
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the process of negotiating agreements and making practical arrange- 
ments for giving effect to them, through membership of the 
expert committees set up by the International Labour Office, the 
Council of Europe and the Permanent Commission of the Brussels 
Treaty Organisation, and by collaborating in bodies spontaneously 
created by the social security services and agencies (such as the 
International Social Security Association and the Inter-American 
Social Security Conference), the administrators, specialists and 
technicians have learned to understand each other, to compare 
ideas and methods, and to work together not as representatives of 
countries with conflicting interests but as craftsmen engaged on a 
common task. In this way, without show and often unknown to 
the public, the solving of international social security problems 
represents a practical contribution towards the construction of a 
community of nations. 











Student Employment Abroad 


The activities of the International Labour Organisation in con- 
nection with student employment abroad have been developed since 
1948 under its manpower programme. Methods of promoting exchanges 
of trainees have been studied, and inquiries into the international 
movement of trainees have provided the material for a guide to the 
arrangements for trainee exchanges, prepared by the I.L.O. and 
published in the U.N.E.S.C.O. handbook of fellowships, scholarships 
and educational exchange entitled Study Abroad. In addition, the 
I.L.O. has begun to give direct aid under its technical assistance 
programme ; agreements have been made with couniries in various 
parts of the world for placing trained workers, supervisors and technt- 
cians in study posts abroad, and these agreements are now being 
put into effect. 

The aim of the following article is to give a general description 
of the practice of trainee exchanges, as first developed in the advanced 
countries. It shows that, while this has made considerable progress 
im some countries in recent years, the aim and methods will have 
to be modified if this system is to provide a means of international 
co-operation in vocational training on a worldwide basis. 


N the form now practised in many countries for various 
occupations, student employment abroad offers the trainee 

an opportunity of acquiring further knowledge at the end of his 
ordinary vocational training that will be helpful in his work and 
future career. Such visits serve a dual purpose. They enable 
young people who have just finished their technical studies or 
apprenticeship to broaden their understanding of the technical 
matters learnt in a particular local setting, by observing the 
current practice in other countries. At the same time, they give 
them an opportunity of seeing the world and often of learning or 
improving their knowledge of a foreign language. From this first 
point of view, student employment abroad is by no means a modern 
invention ; it has very much the same purpose as the journey 
that was formerly prescribed in certain guilds for the trained 
apprentice. 
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But the modern form of this institution is also dictated by 
certain teaching aims inherent in the vocational training concepts 
that have recently emerged. If it has now developed into a definite 
system for acquiring practical experience, the reason is not merely 
that this method simplifies the financial aspect of the young work- 
er’s stay abroad, but that such a period (whether at home or abroad) 
is now regarded as an essential part of any complete course of 
vocational training and as a stage in the training cycle from which 
the recruit can learn to tackle problems on his own and to work 
at the pace needed in the daily life of the undertaking. Where 
the apprentice has been trained on the job, this stage constitutes 
a sort of “ finishing ” process. Where he has been trained in a 
school, it forms an essential “ bridge ”, since it is now accepted 
that an intermediate period for getting accustomed to the atmos- 
phere of the office or workshop is required if full benefit is to be 
obtained from the school training. 

Combining the advantages of foreign travel and practical 
experience, student employment abroad thus offers boys and girls 
who wish to become fully qualified in their trade an excellent way 
of rounding off their training, whenever this method is feasible. 
In an increasing number of countries, therefore, the public authori- 
ties and various groups concerned with the development of voca- 
tional training are trying to facilitate the organisation of such 
visits on the widest possible scale. 


EFFORTS TO ORGANISE STUDENT EMPLOYMENT 


As the practice of student employment abroad becomes more 
widespread and systematic, the authorities and organisations under- 
taking to arrange such visits are faced with two types of problem. 
On the one hand, applicants must be found suitable posts that 
will really provide them with the additional knowledge and prac- 
tical training which they desire. On the other hand, there are 
various obstacles to freedom of movement that would normally 
prevent a worker from holding a post in a foreign country ; and it is 
also necessary to eliminate all possibility of abuse by giving a 
legal status to the foreign trainee and providing for his financial 
needs and welfare. 

The arrangements for student employment abroad therefore 
fall into two separate groups: (1) practical arrangements in the 
occupational field, including the exploration of opportunities for 
student employment, the selection and placing of applicants, and 
the subsequent checking of results ; and (2) diplomatic and 
legal arrangements to provide a proper code of rules for the foreign 
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student employee. But though the search for posts should logically 
come first, followed by steps to obtain residence and employment 
permits, efforts to simplify the latter have in most countries 
preceded any efforts in the occupational field to develop student 
employment abroad and to facilitate the placing of applicants. 
In fact, until a few years ago most trainees obtained posts by 
applying individually to employers in the foreign country to whom 
they or their families were known. Only recently have channels 
been created in certain occupations or for certain types of trainee 
so as to speed up the search for vacancies and make it more effec- 
tive ; and most of the early efforts in this direction were unco- 
ordinated, being independent exchange arrangements made by 
professional or educational bodies or private societies. 

On the other hand, efforts were first made by public authori- 
ties in Europe to create a legal framework and suitable procedures 
for dealing with applications in a uniform manner almost a quarter 
of a century ago." 


Legal Position of Student Employees 


In the absence of any special diplomatic arrangements, the legal 
position as regards the admission of student employees to a given 
country may be governed by the legislation of that country or by 
intergovernmental agreements of varying scope. Thus, the admis- 
sion of student employees to the United Kingdom is governed in 
essentials by the Aliens Order, 1920 ; exchanges of trainees between 
Belgium, Luxembourg and the Netherlands take place under the 
labour agreements between those countries ; and exchanges between 
the Scandinavian countries form part of the general arrangements 
for creating a joint employment market. 

Nevertheless, there is a growing tendency in Europe for the 
exact legal status of the trainee to be laid down in bilateral diplo- 
matic agreements on the exchange of student employees ; these 
are renewable from year to year and prescribe the conditions for 
the entry of trainees into each country subject to full reciprocity. 

The importance attached by governments to this method of 
regulating student employment is shown by two facts. The first is 
the recent rapid growth in the number of current agreements, 
despite the interruption of trainee exchanges as a result of the war. 
The second is the conclusion in 1950 of a multilateral Convention 
on the exchange of student employees by the five Brussels Treaty 
Powers (Belgium, France, Luxembourg, the Netherlands and the 


1 The Franco-German Agreement of 1928 on student employee exchanges. 
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United Kingdom), which when it is applied will bring about maxi- 
mum uniformity in the legal rules governing trainee exchanges 
between these countries. 

The extent of the network of bilateral agreements in force in 
Europe at the present time can be seen from the following list : 


Bilateral Agreements on the Exchange of Student. Employees 
in Force in September 1951} 


Austria - France France — Luxembourg 
Belgium - Finland 4 — Netherlands 
oe — France rs: — Saar 
é — Italy 7 — Spain 
7 — Switzerland a — Sweden 
Denmark — France ee — Switzerland 
ze — Netherlands = — Turkey 
i — Switzerland ra! — United Kingdom 
Finland — France Ireland — Switzerland 
- — Netherlands Luxembourg — Switzerland 
France — Czechoslovakia Netherlands — Norway 
= — Federal Republic a — Sweden 
of Germany o — Switzerland 
Pe — Ireland Spain — Switzerland 
on — Italy Sweden — Switzerland 


The agreements generally cover all branches of activity in the 
country including agriculture, or at least all branches of industry 
and commerce. There are special arrangements for agriculture 
between certain countries (Austria-Sweden and Denmark-Norway- 
Sweden). In others, the authorities have taken steps to facilitate 
trainee exchange programmes undertaken by farmers’ or market 
gardeners’ associations, as in the case of exchanges between Den- 
mark, Finland and Sweden on the one hand, and France, the Federal 
Republic of Germany, the Netherlands, Norway, Switzerland, 
the United Kingdom and the United States on the other; and 
also between the United Kingdom and most of the countries 
mentioned above, with the addition of Belgium. 

As we have seen, one clear advantage of regulating trainee 
exchanges by bilateral agreements is that this makes it possible 
to lay down the exact legal position of the foreign trainee. In 
addition, the network of existing agreements leads to a further 
result that is extremely important from the point of view of inter- 
national co-operation—it creates greater uniformity in the legal 
concept of student employment abroad and consequently greater 
uniformity in actual practice. The agreements in force at the 
present time are almost identical on a whole series of fundamental 


1 Negotiations were also taking place for other similar agreements. 
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points, such as the legal definition of “student employee”, the length 
of the visit (usually 1-144 years), and the conditions for granting 
permits (which usually include a guarantee of a reasonable sub- 
sistence allowance and equality of treatment with nationals as 
regards social legislation). They only differ on points of procedure 
and in the provisions regarding reciprocity which are based either 
on the somewhat rigid formula of job for job (or head for head) 
exchanges, or on the broader and more flexible system of annual 
quotas. 

There is little doubt that the great similarity between the 
agreements in force simplified the drafting of the multilateral 
Convention between the Brussels Treaty Powers, which may for 
the time being be regarded as a kind of model agreement that could 
be extended by ratifications to cover a greater number of countries 
(at least in Europe).* 


Definition of “ Student Employee”. 


In most of the bilateral agreements mentioned, the term 
“student employee ” means a national of one of the contracting 
countries who goes for a limited period to the other contracting 
country (either on his own initiative or with the help of the major 
occupational organisations responsible for facilitating placement) 
in order to improve his linguistic and professional knowledge by 
taking employment. It is also customary (at least in European 
countries) to fix the age limit beyond which applicants can no 
longer be accepted as student employees at 30 years. 

In some cases there are additional requirements which make 
the practical scope of this definition more precise. In Switzer- 
land, permits are only issued as a rule for young people who are 
fully trained in their occupation and have finished the theoretical 
part of the apprenticeship or other course. 

In the United Kingdom, employment permits are granted on 
the following conditions: (a) the student employee can only be 
accepted in his chosen occupation as a supernumerary to the nor- 
mal staff of British employees in the undertaking ; (6) he must 
not be paid a wage, but may receive pocket money or an allowance 
that is less than the wage he would receive if normally employed. 
These requirements do not apply to job-for-job exchanges. 

However, though this definition and its variants conform to 
the purpose of student employment in European countries and the 
arrangements for reciprocity, it is not wide enough to cover the 
different types of training visits in other parts of the world, particu- 


1 The text of the Convention is reproduced at the end of this article. 
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larly if the trainee comes from a country where vocational training 
facilities are inadequate, or if for any reason he cannot start student 
employment immediately after normal training or in the ensuing 
years. In such circumstances reciprocity requirements cannot be 
insisted on and more flexible standards must be laid down, at least 
as regards the maximum age and vocational qualifications of 
applicants and trainee remuneration. To allow for the extreme 
variety of conditions in the different countries the I.L.O. has 
adopted the wider term “ trainee ” for its inquiries on the inter- 
national movement of trainees so as to cover “ any person who 
proceeds to a country other than his own for a limited period of 
time, on a remunerative or non-remunerative basis, in order to 
enlarge his vocational or technical knowledge. The term would 
thus include any person undertaking such training as an employee 
in a public or private undertaking, as an observer . . . in various 
undertakings or technical or vocational training institutes or 
centres, or as an enrolled participant in a training institute or 
centre.” 


Practical Organisation of Visits 


The legal definition, together with the other provisions of 
international agreements on the exchange of trainees, now provides 
an adequate legal framework for the development of such exchanges. 
However, if these are to grow rapidly, the progress made in the 
legal field must be accompanied by systematic efforts in the field 
of practical organisation. 

Fortunately, after a slow beginning, substantial progress has 
also been made in this respect during the past few years and a 
definite trend towards co-ordination is beginning to appear. In 
certain industries and trades (notably, the hotel industry, agri- 
culture, iron and steel, coal mining, and various branches of com- 
merce and handicrafts) and in certain professional fields (for 
instance, training for technical and engineering posts, social wel- 
fare work and nursing) arrangements have been made for creating 
a flow of student employees within the various occupations. In 
addition, national bodies for all branches have been set up to faci- 
litate and co-ordinate the placing of home trainees abroad and 
foreign trainees at home. 


Exchanges Within Particular Industries or Occupations. 


The agreements for student employment in the European hotel 
industry between the national organisations affiliated to the Inter- 
national Hotel Association may be cited as an example of the first 
tendency (1.e., efforts to organise exchanges in a particular occupa- 
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tion). These generally take the form of private bilateral agreements 
at the national level, and provide for regular exchanges to enable 
young hotel employees or training school pupils to find student 
employment abroad so as to learn the language and improve 
their knowledge of the trade. 

A second example of organising activity of this kind is to be 
found in agriculture. Here, as already mentioned, the public 
authorities in many cases rely mainly on the work of private or 
official centralising bodies.. Through regular collaboration with 
the competent organisations in other countries, these bodies find 
vacancies abroad for young agriculturists and organise exchanges 
under general or special agreements with the authorities of each 
country. 

The work of the International Association for the Exchange 
of Students for Technical Experience (I.A.E.S.T.E.) in the training 
of engineers provides yet another example of arrangements for 
developing the international exchange of trainees. This body 
was set up on an international basis to organise the optional or 
compulsory training visits of engineering students during or at 
the end of their course, and its machinery is particularly well 
adapted to work of this kind. In each member country there is 
a national committee which centralises the applications made by 
the affiliated universities on behalf of engineering students wishing 
to undergo training abroad and the offers of student employment 
in engineering made by industrial undertakings in the country. 
The applications and offers are then cleared internationally 
during the annual conference of the Association. Though the 
Association was only formed in 1948, its rapid geographic expan- 
sion * and its successful work are proof of its vigour, and also of the 
urgent needs that it fills and the great interest shown in this form 
of international co-operation.*® 


Non-Specialised Bodies. 


Though a spell of student employment abroad is often now 
regarded as an integral part of the training for certain occupa- 


1 For example, the Danish Agricultural Workers’ Travel Bureau, the 
Finnish Sponsoring Authority for Exchanges of Agricultural Workers, 
the Netherlands National Foundation for Exchange and Study Tours, 
the Swedish Committee for the International Exchange of Agricultural, 
Horticultural and Forestry Trainees, and the United Kingdom Sponsoring 
Authority for the International Exchange of Young Agriculturists. 

2 At the end of September 1951 there were national committees in 
Austria, Belgium, Denmark, Finland, France, the Federal Republic of 
Germany, Iceland, Israel, Italy, the Netherlands, Norway, Spain, Sweden, 
Switzerland, the United Kingdom and the United States. 

’ For further details of the Association, see Volume IV of Study A broad 
(Paris, U.N.E.S.C.O., 1952), p. 272. 
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tions (notably in the hotel industry, certain branches of commerce 
and some technical professions) it is clear that in other branches 
the need for such visits is not strong enough to impel collective 
action or even the establishment of international contacts in the 
industry or trade. Therefore, if the system is to be extended 
and made available to new groups of young workers, a different 
field of action and different methods must be selected. 

One answer would be to set up non-specialised bodies at the 
national level working in close co-operation with the public author- 
ities. Bodies of this kind exist in Austria?, and also in Finland, 
Ireland and Switzerland where there are committees for the ex- 
change of trainees. In the Federal Republic of Germany, similar 
functions are carried out in conjunction with wider activities by 
the International Council for Youth Advancement and Self-help, 
while in France the centralising and co-ordinating work is done 
by the Ministry of Labour. 

Despite differing origins and character, the object of all these 
bodies is to centralise offers of and applications for student employ- 
ment in all occupations, to place trainees in jobs in accordance 
with the law or intergovernmental agreements, to find new oppor- 
tunities for student employment and to stimulate the development 
of exchanges. There is no doubt that if their work is extended 
under suitable conditions it will enable student employment abroad 
to be expanded in the countries concerned. 


NEED FOR INTERNATIONAL ACTION 


The procedures described above, which are based on the notion 
of reciprocity, are quite adequate for the development of trainee 
exchanges between countries that are relatively close to each other 
and have evolved along similar lines. But they do not provide 
an answer to the problem of placing and receiving trainees from 
distant parts of the world, let alone trainees from underdeveloped 
countries. 

As we have seen, the very definition of a student employee 
must be widened if it is to be universally applicable. And if the 
institution is placed in a global setting its purpose changes. 
The exchanges between the technically advanced countries are 
on the whole supplementary to the full vocational course already 
completed and their main aim is to make the training more 
“humane” by taking the young worker outside his narrow 
native surroundings. But in the less developed countries such 


! The Austrian Committee for International Educational Exchange. 
5 
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visits abroad have a much more vital importance ; they are one 
method—and often the principal or only method—of quickly 
raising the level of ability in certain key groups, such as the highly 
skilled workers, technicians and engineers. In these circumstances, 
the notion of “ finishing ” courses gives way to a much wider 
concept of training abroad. 

With this change of object, new difficulties of organisation 
arise that are often very difficult to overcome. The conditions for 
admission (notably the age limit and the requirements as to pre- 
vious training) governing exchanges under the bilateral agreements 
must be replaced by quite different selection procedures correspond- 
ing to the vocational training situation and level of development 
in the country from which the applicants come. And the prospect- 
ing of vacancies for trainees can only proceed after much study 
has been carried out. In addition to general and geographical 
factors, such as languages and distances, there are technological 
and teaching considerations which must be taken into account, 
such as the relationship between the previous training of the appli- 
cant and the techniques employed in the country visited, and the 
relationship between the latter techniques and those which the 
applicant will have to use later in his career. 

Moreover, a less strict attitude must be adopted on the question 
of remuneration than that taken in connection with the student 
employment mentioned earlier. The problem of travelling ex- 
penses also becomes very acute and, as training cannot be 
organised on an exchange basis like that adopted in bilateral reci- 
procity agreements, new ways of financing visits abroad must be 
found. Lastly, all these problems are aggravated by one essential 
factor—the large number of demands which must be met within 
a short period if the technical assistance provided by training 
abroad is to be really effective. 

All these considerations call for some form of genuine inter- 
national co-operation, such as that now set in motion in the United 
States under the Economic Co-operation Administration and the 
different Departments!, and by the United Nations and its special- 
ised agencies under their technical assistance programmes. More- 
over, in this new stage of development the system of visits 
abroad can no longer be treated in isolation; it must form a part 
of the over-all vocational training programme of the countries 
pursuing economic development, and therefore the practical and 
technical problems of organisation must also be dealt with from 
this wider standpoint. 


1 See Study Abroad, op. cit., pp. 302-3. 
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And that is, indeed, how these problems are now being ap- 
proached in the field of international collaboration. There are 
grounds for hoping that the action taken will soon become 
sufficiently extensive and that the system of training visits 
abroad will thus be able to make an effective contribution to the 
development of vocational training throughout the world. 


Provisions of the multilateral Convention between Belgium, France, 
Luxembourg, the Netherlands and the United Kingdom of Great Britain and 
Northern Ireland concerning the exchange of student employees 


Article 1 


(a) The present Convention applies to student employees, that is to 
say nationals of one of the Contracting Parties going to the territory of 
another Contracting Party in order to improve their linguistic and occupa- 
tional knowledge by taking employment with an employer. 

(b) Student employees may be employed in either manual or non- 
manual employment and may be of either sex. In general, they shall not 
be more than 30 years of age. 

(c) The nationals and the territories of the Contracting Parties, to 
which the present Convention shall apply, are specified in the Annex to 
the Convention which shall be an integral part thereof. 


Article 2 


Subject to the provisions of the present Convention, each Contracting 
Party undertakes to grant in respect of student employees any necessary 
authorisation to work and to remain in its territory. 


Article 3 


(a) Each Contracting Party shall from time to time, either generally 
or in respect of any particular industry or occupation— 

(i) determine by mutual arrangement the number of authorisations 
for student employees that may be granted annually on the 
basis of reciprocity to nationals of another Contracting Party ; 

or (ii) regulate the admission of student employees, without restriction 
of numbers, on the basis that they are additional to the persons 
normally engaged in the particular establishment in which they 
are to work ; 

or (iii) regulate the admission of student employees on the basis of a 
head-for-head exchange or similar mutual arrangement ; 


or (iv) adopt a combination of the foregoing methods. 
(b) Particulars of action taken by any Contracting Party under para- 
graph (a) of this Article shall be communicated by that Contracting Party 


to the competent authorities of the other Contracting Parties as well as 
to the Secretary-General of the Brussels Treaty Permanent Commission. 


Article 4 
(a) An authorisation for student employment is in principle granted 
for a period not exceeding one year. This period may be prolonged for six 
months in exceptional cases. 
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(b) It is intended that student employees shall not on the expiration 
of their period of student employment remain in the territory in which 
they have been employed for the purpose of engaging in any further employ- 
ment. 


Article 5 


Authorisations granted for student employment may be subject to the 
condition that student employees shall not carry on any other activity 
for financial gain or take employment other than employment for which 
the authorisation is granted. 

Article 6 


Authorisations in respect of student employment shall be granted on 
the basis that— 

(a) where the authorisation is for the performance of the work of an 
ordinary worker he shall be entitled to payment on the basis of the current 
normal wages for the occupation and in the locality in which he is employed ; 

(6) all other student employees may receive from their employers a 
reasonable subsistence allowance, except in the case of student employees 
exchanged on a head-for-head basis who shall be entitled to be paid according 
to the value of their services. 


Article 7 


The Contracting Parties undertake not to grant authorisations in respect 
of student employees unless they are satisfied that the student employees 
will have sufficient resources for their maintenance while in the authorised 
employment. 

Article 8 


(a) Student employees shall enjoy equality of treatment with the 
nationals of the country where they are working as regards the application 
of laws, regulations and practices governing safety, health and conditions 
of work. 


(b) Student employees and their employers shall conform to the regula- 
tions in force regarding social security. 


Article 9 


The Contracting Parties undertake to exempt applications in respect 
of student employment from all taxes, duties and fees other than nominal 
charges. 

This exemption shall apply also and with the same reservation to 
authorisations for employment and permits to stay in the country issued 
to the persons concerned. 


Article 10 


Applications concerning student employees wishing to benefit by the 
present Convention must be made according to the regulations of the 
countries concerned either directly to the competent authorities in those 
countries or through the competent authority in the country of which the 
student employees are nationals. The application will contain all the 
necessary information regarding the candidate for student employment, 
the employer who is willing to accept him and the employment proposed. 


Article 11 


For the purpose of furthering the objects of the present Convention 
and with a view to assisting so far as possible candidates for student employ- 
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ment who may be unable to find by their own efforts employers who are 
willing to employ them as student employees, the Contracting Parties 
agree to facilitate the exchange of student employees either by establishing 
a central agency charged with the task of supervising the application of 
the present Convention or by other appropriate means with the help of 
organisations concerned with the exchange of student employees. 


Article 12 


Nothing in the present Convention shall be deemed to affect the obliga- 
tion of any person to comply with the laws and regulations in force in the 
territories of the Contracting Parties concerning the entry, residence and 
departure of nationals of other countries. 


Article 13 


The present Convention may be extended to the nationals of any other 
country with the consent of all the Contracting Parties. 


Article 14 


The competent authorities referred to in the present Convention are in 
each country the Ministry which is concerned with labour questions, 


Article 15 


(a) Arrangements for the application of the present Convention will, 
if required, be made between the competent authorities of the Contracting 
Parties, 

(b) Any disagreement between two or more of the Contracting Parties 
arising out of the interpretation or application of the present Convention 
shall be resolved by direct negotiation. 

(c) If any such disagreement cannot be resolved by such negotiation 
within a period of three months from the commencement of the negotiation, 
the disagreement shall be submitted to arbitration by an arbitral body 
whose composition and procedure shall be determined by agreement between 
the Contracting Parties. 

(d) The decision of the arbitral body shall be given in accordance with 
the fundamental principles and spirit of the present Convention and shall 
be accepted as final and binding. 


Article 16 


(a) The present Convention shall be ratified and the instruments of 
ratification shall be deposited as soon as possible with the Secretary-General 
of the Brussels Treaty Permanent Commission. 

(6) It shall enter into force between those signatories which have 
ratified it two months after the day on which the third instrument of ratifi- 
cation shall have been deposited and shall enter into force for each of the 
other signatories on the first day of the month following that in which its 
instrument of ratification is deposited. 

(c) The present Convention shall continue in force subject to the right 
of each Contracting Party to withdraw by giving notice to the Secretary- 
General which shall take effect six months after its receipt by him. 

(@) The Secretary-General will inform the other signatories of the 
deposit of each instrument of ratification and of each notice of withdrawal, 














REPORTS AND INQUIRIES 


Labour Productivity in the Latin 
American Cotton Textile Industry 


Increased productivity of labour is one of the essential factors in raising 
the standard of living in the underdeveloped countries. Of the many aspects 
of this subject, the development of vocational training on the one hand, 
and the study of incentives and causes of high labour productivity in 
various countries on the other hand, have been a major concern of the 
International Labour Organisation in recent years. A report' published 
last year of an investigation by the United Nations Economic Commis- 
ston for Latin America into labour productivity in the cotton textile indus- 
try represents a new and important approach ; it is the first attempt to 
measure and weigh up the various factors responsible for low labour pro- 
ductivity. 

In view of the exceptional interest of this very detailed report it is felt 
that the following summary of the report of the investigation will be useful 
to the general reader. 


The object of the investigation carried out by the United Nations 
Economic Commission for Latin America into labour productivity 
in the cotton spinning and weaving industry was to ascertain the causes 
of the technological lag in this branch of industrial activity and to 
make practical recommendations for improved productivity in the 
textile mills. Though it was limited to five countries—Brazil, Chile, 
Ecuador, Mexico and Peru—these constitute a reasonably complete 
sample of the industry in Latin America, as there were sufficient differ- 
ences in size, modernity, markets and geographical location. The 
study was based on labour productivity ause this gives the best 
indication of general conditions in the mills, can be measured easily 
and, being universal, makes international comparisons possible. 

A brief description of the methods of study used by the Commission 
is given below, followed by an outline of the actual findings and recom- 
mendations. 


1 UNITED Nations, Department of Economic Affairs: Labour Produc- 
tivity of the Cotton Textile Industry in Five Latin-American Countries (New 
York, 1951). 
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METHODS OF STUDY 


The study of each country was made by visiting a number of mills 
which differed in size, degree of modernity, characteristics of pro- 
duction and g phical location. These units were selected with 
a view to obtaining sample groups, the composition of which would 
be as representative as possible of the country’s industry. Productivity 
was measured inversely in terms of man-hours yer ree to produce 
100 kilograms of each of the selected products which included the 
greatest possible variety of yarn counts and types of cloth ; preference 
was given to sample textiles of the popular type which are usually 
produced in large quantities, and the only labour taken into account 
was that of the workers who are constantly near the textile equipment 
(direct, indirect and auxiliary workers). For each of the five countries 
tables were made out showing the number of man-hours required to 
produce 100 kilograms of each of the fabrics, data being given separately 
for old and modern mills. This, of course, was the point of departure 
for the study, not its final objective. The aim was to determine the 
relative importance of the various factors which influence the results, 
1.é., productivity. 

For this purpose a model was constructed consisting of 144 hypothe- 
tically standard mills varying between 2,000 spindles or 40 looms and 
50,000 spindles or 1,000 looms. They were assumed to produce six 
different counts of yarn and six types of cloth, so as to cover practically 
the whole range of products found during the investigation. Accordin 
to their size and type of machinery these standard mills were assum 
to have the best possible process and labour organisation, and to operate 
with the highest efficiency possible without impairing the quality of 
the product. On the basis of tasks performed under these conditions 
standard labour requirements were calculated per 100 kilograms of each 
type of product for each size and type of standard mill. The actual 
labour requirements found during the investigation in the Latin Ameri- 
can mills were then expressed as percentages of the standard labour 
requirements. 

The extent to which productivity in a given plant differs from 
standard productivity may be considered as resulting from three 
influences : the type of equipment (modern or old), the size of the mill 
(where it is smaller than the optimum size), and the manner in which 
a mill of a certain type and size is operated. 

These three factors were analysed separately : 

(1) The influence of equipment is defined as the relationship between 
labour consumption in an old standard mill and in a modern standard 
mill, both being of the same size as the actual mill, manufacturing 
the same product and having the same capacities for organisation 
and operation. It therefore expresses the influence of equipment 
independently of the other factors. If an old mill of given size required 
80 — cent. more labour units than the corresponding modern standard 
mill, this relationship would be expressed by assigning an index of 
1.80 to the influence of equipment. The replacing of old machinery 
by modern may increase productivity (a) by increasing output per 
machine with a given amount of labour or (b) by reducing the amount 
of labour per machine. The influence of equipment was according] 
divided into these two factors and the relative importance of eac 
was measured by a separate index obtained by comparison with pro- 
duction and manpower needs in standard mills. 
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(2) In order to isolate the effects of size on productivity it was 
necessary first to decide what was the optimum size in relation to 
productivity. Productivity curves for various sizes of mill showed 
that when capacity was increased beyond 25,000 spindles or 5,000 looms 
the increase in productivity was insignificant. This limit was taken 
as the optimum size. The relation between labour consumption in 
a standard mill smaller than the optimum and consumption in a standard 
mill of 25,000 spindles or 5,000 looms was called “ the influence of 
size”, since it is an index of the extent to which the size of the plant 
affects production (independently of the other factors). This relation- 
ship was calculated for all the standard mills, old and modern, and for 
six types of yarn and cloth. If a standard mill smaller in size than the 
optimum required 15 per cent. more labour per unit of production 
than a standard mill of 25,000 spindles or 5,000 looms, the index 
of size influence would be 1.15. 


(3) Eliminating the influence of type of equipment and size as 
described above, the remaining factors affecting productivity were 
designated by the term “ influence of operation”. The index for this 
is the relation between labour consumption in the actual mill and 
consumption in a standard mill of the same size with the same equip- 
ment and range of production. The index, therefore, represents the 
influence on productivity of all factors with the exception of equipment 
and size of the mill. 

The product of the three indices is by definition the index of import- 
ance of all the factors contributing to low productivity, #.¢., the relation- 
ship between labour consumption per unit of production in the actual 
mill and that in a standard modern mill of optimum size. Where this 
latter relationship is already known, the index for the influence of 
operation can be calculated as a residuum: if a given mill employs 
three times more labour per unit of production than a standard mill 
of optimum size, and the index for the influence of equipment is 1.80 
and the index for the influence of size is 1.15, the index for the influence 
of operation is 1.45 (1.80 x 1.15 x 1.45 = 3.0). 

Both the index for the influence of operation and the index for the 
influence of equipment are the product of a number of different factors. 
In mills of a given size and equipment, productivity can be increased 
(a) by so operating the machinery that it gives a greater return for a 
given labour consumption and (6) by reducing the amount of labour. 
The influence of operation was subdivided to show separately the influ- 
ence of machinery and of labour, and each of these factors in turn was 
subdivided on the basis of a detailed examination made in a limited 
number of sample mills in each country. The speed of the machinery, 
the weight of intermediary products, the efficiency of the processes ? 
and the quantity of direct, indirect and auxiliary labour were compared 
with the corresponding figures for these factors in standard mills having 
the same size and equipment. Adopting the system employed to deter- 
mine the influence of type of equipment and size of installation, the 
influence of each of the above factors was calculated, 7.e., the variations 
in labour consumption attributable to irregularities (variations in relation 
to the standard) in each of the elements independently of other factors. 


1 Efficiency merely means the relationship between actual machine 
production per hour and a theoretically constant production if the machinery 
is operated at a given speed (whether correct or otherwise) without stopping. 
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The last ae of the analysis of the influence of operation consisted 
in assessing by observations and estimates and with the help of checks 
on the spot (such as the frequency of machine stoppage and of yarn 
breakage) the importance of the factors which cause the Giancindaitie 
of speed, sagarveag’ unit weight and staffing in the mills included in the 
sample. It was found that these factors included faulty maintenance, 
defective humidification, lack of cleanliness, excessive deterioration of 
the machinery, lack of training, and the employment of more labour 
than was necessary even after taking account of the lack of training 
and other deficiencies. 

The results obtained in the individual mills were combined and 
averaged by suitable statistical techniques so as to obtain indices of the 
rp ey for production of each of the three main influences described, 
and of the elements into which the influences of equipment and of opera- 
tion were subdivided. Separate indices were given for yarns, cloths, 
and yarns and cloths together, for each of the five countries under review; 
and these indices were combined in total indices of the importance of 
each influence in modern and old mills for all of the countries taken 
together. 

To show what action should be taken to increase productivity, the 
adverse factors were divided into two main groups, different from 
those adopted in analysing the relative importance of the different 
factors. A distinction was made between (a) causes of low productivity 
whose elimination would require large-scale investment for modernisi 
and expanding mills ; and (6) causes of low productivity which coul 
be eliminated without particularly large investments of capital. The first 
include the influence of type of equipment, size of plant, and other 
factors which affect the processes (such as deterioration of machinery, 
lack of space, and similar conditions of manufacture which could not 
be dealt with without heavy investment). The second include other 
factors which affect operation and whose elimination would require the 
introduction of new methods of work, improved technique and admi- 
nistration, and co-ordination of effort by manufacturers, workers, 
governments and raw material producers. 


GENERAL CHARACTERISTICS OF THE INDUSTRY 


The cotton textile industry of the countries visited comprises 786 
mills with 4,602,411 spindles and 147,049 looms, constituting approxi- 
mately 85 per cent. of Latin American cotton spinning and weaving 
capacity. The industry is characterised by the integration of the spin- 
ning and weaving processes. Production is almost exclusively limited to 
the domestic amie and, except in Ecuador, fully meets the demand 
for popular types of fabrics. 

he industry in Brazil is the largest in Latin America, with 455 mills 
(3,279,677 spindles and 100,146 looms). There are mills in 18 of the 20 
states and in the Federal District, but manufacturing is principally concen- 
trated in Sio Paulo, Rio de Janeiro, Minas Gerais and the ast-enbtern 
states. The industry developed at the beginning of the century, and 
there is consequently a high proportion of old machinery, replacement 
by modern equipment having taken place only very partially. Some 
installations are of more recent date and have modern equipment— 
mainly in the state of Sido Paulo. Most of the raw material comes from 
this state, which exports a surplus in addition to supplying its own needs. 
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In Chile the industry is mainly modern, and developed much more 
recently than in the other Latin American countries *, the principal 
mills dating from 1938. Domestic textile production has replaced 
imports almost entirely although these supplied 60 per cent. of total 
consumption as recently as 1938. The development of the indust 
was greatly encouraged by exchange controls instituted in 1932, by the 
devaluation of the currency, and more recently by the war, which 
eliminated foreign competition almost completely and led to an accu- 
mulation of capital. Conditions are still favourable to the industry, as 
imports are restricted, foreign exchange is scarce and the domestic 
demand has not ys been fully met. Seventy-nine per cent. of the 
industry is located in Santiago, 12 pre cent. in Concepcién, and 9 per 
cent. in Valparaiso. At present all the cotton is imported, but attempts 
are being made to substitute domestic production for imported raw 
material. 

The industry in Ecuador is quite small (10 mills with 37,286 spindles 
and 1,454 looms), and is located in Quito, Riobamba, Ambato and 
Otavalo. The machinery is old because most of the mills were built 
at the beginning of the century and the more recent mills were equipped 
with second-hand machinery. Coarse types of cloth are produced 
as the cotton grown in the country is very short-fibred. 

The industry in Mexico is the second largest in Latin America 
(278 mills with 935,582 spindles and 34,133 looms). The machinery is 
old, most of it dating from between 1900 and 1925. The mills are 
located in 18 of the 28 states, with the greatest density in Puebla, Vera 
Cruz and the Federal District. During the last war and in the years 
immediately after, the increase in demand and high prices offered a 
strong incentive to modernisation and 15 mills were completely re- 
equipped. Other firms have reserves which could be used for modernis- 
ing the mills, but this process has been checked because of very rigid 
legislation to prevent “ modernisation of equipment from giving rise to 
labour savings ”. 

The industry in Peru (24 mills with 176,332 spindles and 6,304 looms) 
mainly developed during the early part of the century, but it has made 
good progress as regards capacity and modernisation since the equipment 
has been gradually replaced. Owing to the fact that it has been rela- 
tively less protected and to the high quality of the cotton produced in 
the country, the efficiency of the industry is considerably greater in 
Peru than in the other countries. The bulk of the industry is in Lima, 
with a smaller number of mills in Arequipa, Sullana and Cuzco. 


RESULTS OF THE INVESTIGATION 


General Conclusions 


For the purposes of the survey, the textile industry was divided into 
old and new and the factors influencing productivity were classified in 
two main groups : those whose elimination would require the investment 
of large amounts in modernising equipment and enlarging plant (these 
are called “ equipment influences’) ; and those (called “ administra- 
tive ”) which could be overcome without large investments by improving 
the internal organisation. 


- 1The Colombian textile industry is also of recent origin. 
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Instead of measuring productivit , as is usually done, in kilograms 
of product per man-hour, it was decided to measure it by indices, taking 
as a basis the normal or standard consumption of a mill operating under 
optimum conditions within the limits that exist in practice. 

; oe general results obtained in the old mills may be summarised as 
ollows : 


(1) Labour consumption per kilogram of fabric is five times greater 
(index 505) than that which could be expected under the best conditions. 
This is of special importance when one considers that approximately 
90 per cent. of the industry in the countries visited is old. However, 
the productivity of the old mills is not the same in all the countries 
visited, the index varying from 869 in Mexico to 1,210 in Ecuador. 
There are also large Gicenbes between the deficiencies in the spinning 
and weaving mills ; in Ecuador, for instance, the weaving mills are three 
times less efficient than the spinning mills (indices 1,856 and 611). 


(2) For the countries as a whole, the importance for productivity 
of the “ equipment ” and “ administration ” factors is practically the 
same, the respective indices being 230 and 220. This is particularly 
significant because it shows that, contrary to what has ways been 
supposed, bad organisation and administration affect productivity as 
much as the traditional shortage of capital, at least in an important 
sector of industrial activity. However, though the influence of the two 
factors is similar for the countries as a whole, it is more important for 
productivity in Brazil and Ecuador to reorganise the old industry on 
modern administrative lines than to invest large amounts of capital in 
acquiring equipment ; in Mexico and Peru the contrary is true. 

In the modern mills, the general results of the investigation may 
be summarised as follows : 


(1) In the industry as a whole, the mills employ 80 per cent. more 
labour than would be necessary under optimum conditions. There are 
considerable differences between the countries, the index in Chile being 
241 and only 137 in Mexico. There are no very large differences as 
between spinning and weaving mills. 

(2) A comparison between the “ equipment ” and “ administration ” 
factors in the countries as a whole shows that the modern industry does 
not take full advantage of the modernity of its equipment, chiefly as a 
result of administrative deficiencies which increase labour consumption 
by 61 per cent. The “equipment” factor, which in this case refers 
almost exclusively to the small size of the mills as compared to the opti- 
mum, is responsible for a 13 per cent. increase in labour consumption. 
The administrative deficiencies are particularly serious because their 
presence suggests that new mills in Latin America will continue to have 
low productivity unless a deliberate attempt is made to correct them. 

he fact that there are some Latin American mills in which there 
are no administrative deficiencies, and others in which there are no 
deficiencies of either class, shows that the industries can successfully 
overcome the adverse influence of the economic environment. 


Conclusions According to the Different Productivity Factors 


For the p of the investigation the factors affecting produc- 
tivity were subdivided into three main groups : (a) type of equipment ; 
() size of mill ; and (c) operational (all factors other than (a) and (0)). 
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In the old mills the results of the investigation in regard to these 
factors may be summarised as follows : 


(a) The use of old machinery, when taken apart from the influence 
of other factors, increases labour consumption by 33 per cent. in the 
spinning mills, 164 per cent. in the weaving mills, and 106 per cent. as an 
average for both sectors; in other words, an old factory which modernises 
its equipment completely could double its productivity. The influence 
of type of equipment in spinning is of small importance, as modern machi- 
nery differs little from the older type as regards production per unit of 
equipment or the number of workers required per unit. In the weaving 
mills, however, the influence of the type of equipment on productivity 
is much greater (index 264). Thus if the spinning and weaving industries 
are considered together, it would be equally important to modernise 
both sectors, because the proper functioning of the automatic looms 
requires high-quality yarn which cannot be produced on the antiquated 
spindles, even though these could be satisfactorily used from the point 
of view of labour productivity. 


(6) The textile factories in the countries visited are small in com- 
parison with the lower limit of size for moma productivity. The 
general average size is 9,600 spindles and 230 looms, but the average for 
individual countries varies from 4,150 spindles and 145 looms in Ecuador 
to 12,400 spindles and 314 looms in Brazil. If it operated independently 
of other factors, the influence of size on the group of mills as a whole 
would involve an increase of 11 per cent. in labour consumption in the 
spinning mills and 2 per cent. in the weaving mills. Although these 
indices are not high, it is significant that the deficiencies to which they 
correspond are of a structural order, requiring a long period for elimina- 
tion and joint action by the industry as a whole. If mills of the same 
size continue to be built the matter will be particularly serious, as small 
size affects the modern units more than the older ones, the degree of 
labour specialisation being more responsive in the former to variations 
in size. The advantages of modern installations are often lost in new 
factories because of their smallness. The principal reason for the small 
size of the mills as a whole is the lack of capital concentration in indi- 
vidual firms, which is due to the characteristic individualism of Latin 
American manufacturers. The limited size of the market has not 
(except in Ecuador) the importance generally attributed to it in relation 
to plant size, because the national markets require more than an instal- 
lation of optimum size could produce. 


(c) Under the heading of “ operational ” come the factors making 
for low productivity which do not depend either on the type of equip- 
ment or the size of the mills. They mainly include those causes which 
good organisation could eliminate, but also others which are not amen- 
able to internal administrative action, such as labour-management 
relations. These factors were divided into two groups, the first covering 
abnormalities in the output of the machinery, and the second abnorma- 
lities in the amount of Gaver employed. Excess labour (in relation to 
the amount corresponding to optimum organisation) considerably 
affects the output of the machinery. The average of excess labour 
in the industry as a whole is 196, while the average of deficient output 
from machinery is only 118. It is interesting to note that, despite 
the excess of labour in all sectors in many industries, higher equipment 
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yields are being obtained than might normally be expected ; the out- 
put from the machines is being increased by making them work faster 
and forcing from them a heavier unit weight for intermediary pro- 
ducts. When equipment is unsatisfactory, more workers are required 
than normally would be ; consequently, the difference between the index 
of output of maneeuy and that of excess labour indicates an industrial 
licy of squeezing the utmost from the scarce element—equipment. 
—_ though the manufacturers try to obtain the highest possible 
yield from equipment, this cannot be done in every case owing to a 
number of defective manufacturing conditions, such as deteriorated 
equipment, lack of adjustment between the speeds of various opera- 
tions, bad room layout, bad quality yarn, etc., which affect efficiency. 
Not only do these factors reduce efficiency, but they also make abnormal 
amounts of labour necessary. Sometimes the deficiencies also influence 
the speed of the machinery and the organisation of production. Most 
of the defective manufacturing conditions affect productivity not only 
in relation to output from the machinery but also by requiring more 
labour than normal. It can be said that part of the excess of workers 
in the Latin American mills is needed to satisfy this exceptional demand, 
and the rest are completely superfluous, the indices of superfluous 
labour being 193 for Brazil, 361 for Ecuador, 139 for Mexico, 153 for 
Peru, and 170 for the five countries together. If the index of labour 
consumption corresponding to the excess of workers required by manu- 
facturing conditions (115) is compared with that of ‘abochetely super- 
fluous labour (170) it will be seen that the latter is by far the greater. 
In the modern mills it was found that the excess of labour in rela- 
tion to that required with optimum organisation has a greater influence 
on productivity than the deficiency in the output of machinery. The 
average figure for excess labour for the industry as a whole is 54 per 
cent. while the figure for deficient machine output is only 5 per cent. 
In the spinning mills of Brazil, Chile and Peru a higher than normal 
yield is being obtained from machinery. This fact, together with the 
excess of labour, might be taken as races the existence of a policy 
of maximum utilisation of the scarce factor. The same policy is probably 
adopted in the weaving mills. As in the old mills, not all the excess 
of labour may be considered as entirely superfluous. Part is employed 
to offset certain conditions which tend. to reduce the efficiency of the 
processes. The most important of these is the inadequate training 
of the workers which, if it existed independently of other low pro- 
ductivity factors, would increase labour consumption by 14 per cent. 
per kilogram. The most striking example is in the weaving sheds, where 
the lack of experience of the loom-fixers causes many stoppages of the 
machinery. The fact that weavers are unskilled also means that fewer 
looms can be assigned to each worker. If the indices are compared, 
it will be seen that superfluous labour is the most important of the 
factors affecting the productivity of the modern industry. However, 
it is not common to all the countries, being absent in Mexico, nor does 
it affect all sectors uniformly, varying from 131 in the weaving mills 
of Séo Paulo to 225 in the Chilean spinning mills. On the whole, the 
conditions of operation which could be corrected by administrative 
action are responsible for a consumption of 61 per cent. more labour 
than the normal, while the deficiency which can be attributed to ae 
ment and size only involves the consumption of 13 per cent. more labour 
than the optimum. 
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In addition to the factors of low productivity mentioned, deficiencies 
were found in the systems of technical and administrative control, 
especially in the old mills. The most important relates to the method 
used to determine work loads, 7.e., the number of machines or units 
of machinery to be assigned a single worker. In most cases the work 
load is small and irrational, being unrelated to the intensity and dura- 
tion of work really demanded in the textile operations. Only recently, 
in some of the new mills, has there been an attempt to adopt modern 
systems based on the frequency and duration of the various elementary 
functions of the worker. Most undertakings have made no attempt 
to establish any standard for these elementary functions. 

The systems of quality control for the cotton and the finished 

oods are very deficient. There are no laboratories in most of the old 
Seoverten, and checking is generally limited to an inspection of the 
raw material in order to verify the length of staple and the determina- 
tion of yarn count and strength. In very few cases is there any systematic 
investigation of the causes of irregularities of quality and time, or any 
use of modern statistical methods for checking quality. 

Although many mills check the efficiency of the processes, very 
few check the sources of abnormalities. In the majority, there is no 
real system of cost control and no effort is made to distribute cost 
among the various products. This indirectly affects productivity 
unless the mills have other means of determining and controlling pro- 
duction costs. Although cotton is the most important element in pro- 
duction cost, there are practically no systems for controlling wastage, 
even in countries which have to import it. 


RESULTS OF THE INVESTIGATION IN THE DIFFERENT COUNTRIES 


Brazil 


The results of the investigation show that both in the old and in 
the modern sectors of the industry in Brazil there is much room for 
improvement of labour productivity. In the old factories of the Federal 
District b+ grmcay could be raised by 280 per cent. in the spinning 
mills and 694 per cent. in the weaving mills if modern machines were 
installed and efficient administrative practices introduced. The prob- 
lem is immense, since nearly 3 million spindles and 95,000 looms (90 and 
95 per cent. respectively of the total textile capacity in Brazil) would 
probably have to be replaced, and this at present prices would cost 
approximately $350 million. 

In the modern installations—although Sado Paulo has extremely 
up-to-date machinery—productivity could still be increased by 54 per 
cent. in the spinning mills and 98 per cent. in the weaving mills. 

In the old mills, the increased labour consumption due to causes 
that can be remedied without modernisation is 119 per cent. in the 
spinning and 190 per cent. in the weaving mills ; the percentage improve- 
ments which could be obtained by modernising are relatively less— 
74 per cent. and 174 per cent. respectively. This indicates that, for 
improved production in both kinds of mill, the introduction of optimum 
administrative practice is more important than the modernising of 
machinery. 

The principal causes that can be remedied without modernisation 
are as follows : 
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(a) A superfluity of workers over and above those required to 
counteract defective conditions of manufacture. This is due less to 
the incapacity of the managers than to the traditional organisation of 
work (which has not been altered since the factories were set up), the 
relatively minor importance of labour costs in the price of the finished 
article, and a lack of competition between the factories. Reorganisation 
to eliminate superfluous personnel would increase productivity by 80 per 
cent. in the spinning and 99 per cent. in the weaving mills, but would 
call for a break with the old traditions of work and the introduction 
of modern systems of operation. 


(b) Defective manufacturing conditions which can be corrected 
without great expense. Improvements would require greater cleanli- 
ness of rooms and machines, better maintenance, etc., and would 
increase productivity by 22 per cent. in the spinning and 33 per cent. 
in the weaving mills. 

(c) Lack of specialisation of production, estimated to be responsible 
for 10 per cent. of the excess labour consumption in the weaving mills. 
Its correction would require combined efforts throughout the industry 
to simplify varieties of popular fabrics. 

The installation of nedaie machinery would lead to a production 
increase of 37 per cent. in the spinning and 161 per cent. in the weaving 


The causes of low productivity in the modern Brazilian textile 
industry are not very serious and are traceable mainly to excess labour 
and, to a lesser extent, unsuitable size. Productivity in the spinning 
and weaving mills could be increased by 32 and 31 per cent. respectively 
by eliminating superfluous personnel. Lesser increases could also be 
obtained by training the workers better and working the machinery 
at normal speeds. These defects could be remedied without difficulty, 
especially as personnel released could be absorbed into additional 
shifts. 


Chile 


As most of the Chilean textile industry is modern, the investigation 
only took account of this sector. Productivity for the industry as a 
whole could be considerably increased by reducing labour and enlarging 
the capacity of the plants. Labour could be reduced by 129 per cent. 
in the weaving mills and 158 per cent. in the spinning mills by eliminat- 
ing the main causes of r productivity. 

The principal reason for the excessive number of workers is the policy 
of making maximum use of the scarce factor—machinery—even though 
this involves the employment of much labour. This policy is partly due 
to the relatively low cost of labour in relation to the price level and 
partly to the excessive cost in Chilean currency of imported machinery. 

The lack of training and skill also affect productivity directly ; the 
industry is relatively new, and not only the workers but the instructors 
themselves must be trained. The next most important causes of low 
productivity are (a) the smallness of the mills owing to the ne 
of importing equipment, the traditional form of capitalisation and lac 
of skill; (b) certain unsatisfactory manufacturing conditions, such as 
deficient preparation of the warp, and defects in the twist and windi 
of the filling ; (c) lack of control of efficiency in the operations, an 
wastage of cotton. 
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If all the causes which adversely affect productivity were eliminated 
(which, except for the small size of the mills , could be done in a short 
time) an increase of 91 per cent. in the spinning mills and 103 per cent. 
in the weaving mills could be obtained. 


Ecuador 


The results of the investigation in Ecuador revealed that the condi- 
tions in the country’s textile eye | are extremely poor. At present 
6.11 times as many man-hours per ki ane of yarn and 18.56 per kilo- 
gram of fabric are required than would be necessary under optimum 
conditions. The following figures give an idea of the situation of the 
industry : the present total production of cotton fabrics, manufactured 
by more than 4,000 workers in nine mills with 37,286 spindles and 
1,454 looms, could be produced by 500 workers in one modern mill of 
19,000 spindles and 500 looms. 

The main causes of low productivity which could be corrected 
without modernisation are (1) the unnecessary excess labour due to the 
fact that the mills have been organised in this way since the beginning 
as the result of the very low cost of labour in relation to prices, and 
that the workers resist any reduction since the working population 
is much greater than the opportunities of employment ; (2) the bad 
quality of the national cotton which supplies the factories with 70 per 
cent. of their raw material ; (3) certain manufacturing conditions such 
as defective maintenance, lack of humidification systems, etc. 

The causes which can be eliminated only by substantial capital 
investment are the employment of old machinery, excessive wear of 
equipment and bad layout, and the smallness of the mills in relation 
to the optimum. 


Mexico 


There is a great contrast between the old and modern mills in Mexico 
as regards productivity. The margin for improvement is large in the 
former (260 per cent. in the spinning mills and 281 per cent. in the 
weaving mills), while in the latter productivity is very close to the 
optimum (12 per cent. less than the optimum in the spinning mills and 
28 per cent. in the weaving mills). 

The problem of modernisation in the old factories is particularly 
serious, requiring not only an investment of some $100 million but also 
the displacement of 15,000 workers. As the population is constantly 
increasing, it exercises a heavy pressure on the relatively low capacity 
of the country to invest savings, and it would be extremely difficult 
to find employment in other industries for the labour displaced from 
the textile industry. This explains the rigidity of the contract law govern- 
ing labour-management relations and the constant resistance of the 
workers. However, if workers are not displaced in modernising the 
industry production cannot be increased to any substantial extent, and 
if these workers are not absorbed in productive industry it is doubtful 
whether the real per capita income of the population can be increased. 
Moreover, if equipment which has been in use for half a century is not 
modernised, heavy maintenance expenditure will be called for and other 
workers will probably have to be taken on ; this will mean a lowering 
of per capita productivity and will make it impossible to reduce prices 
or increase wages. 
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The ideal solution would be to raise production without reducing 
the present number of workers, but the potential increase of demand 
is extremely small compared to the increase which should take place 
in productivity. In these circumstances the probable (and perhaps the 
only) solution is a gradual modernisation and transfer of workers to 
other productive activities ; this will call for very close co-operation 
between labour, management and the labour authorities. 

The principal causes which could be remedied without heavy invest- 
ment are the existence of superfluous personnel, lack of specialisation, 
and faulty manufacturing conditions which could be corrected without 
excessive expenditure. The causes which could be remedied only with 
heavy investment are the age of the machinery, its excessive wear, and 
the smallness of the mills. 

There are no important factors affecting productivity in the modern 
industry with the exception of the small size of the mills ; this factor 
affects pet mage « in the spinning mills by 17 per cent. and in the 
weaving mills by 11 per cent. 


Peru 


The equipment of the Peruvian textile industry is characterised 
by the variety of old and modern machinery which is found in every 
mill; this is due to the method of gradual modernisation used by 
renufacturers. 

in general it can be said that conditions in the old industry in Peru 
are more favourable than in the other countries (with the exception 
of the Mexican weaving mills) because of the better way in which 
production and personnel are organised. In contrast with other coun- 
tries, the causes affecting productivity which could be corrected with 
considerable investment are more important than those which could 
be remedied by better administration. This is because the factories were 
organised by American and English technicians, who applied the 
standards appropriate to their own countries as regards economy of 
labour and the use of relatively large amounts of capital. Moreover, 
Peru has never protected its textile industry to any great extent, and 
the result has been more efficient operation. Much of the industry 
was developed from 1933 onwards when there was strong competition 
for labour in other economic activities and this caused the industry to 
economise labour. 

The principal cause of low productivity in the industry—old, semi- 
modern and modern—which could be corrected without heavy invest- 
ment is the existence of superfluous personnel. Others of minor import- 
ance are the lack of humidification control, defective quality of yarn, 
and the fact that some machinery is operated above normal speeds. 
The deficiencies that would have to be corrected through investment 
are the age of the equipment and the smallness of the mills. 


The above findings might be summarised by saying that, on the 
whole, the Latin American textile industry is affected by its failure to 
keep pace with technical improvements in equipment and also by the 
lack of extension of progress in management. These two deficiencies 
are not equally marked in all the countries. The fact that the Latin 
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American textile industry had an intense period of development, almost 
parallel in modernity and technique with that of the industrialised 
countries, and that this was followed by 40 or 50 years of stagnation, 
can be explained by a complex of factors causing fundamental differences 
between industrial development in Latin American countries and in 
others more advanced industrially. 

One of these factors is the lack of extension of technical progress in 
regard to equipment. The backwardness of the Latin American textile 
industry since the beginning of the century is due to the fact that manu- 
facturers have had no incentive to modernise machinery. The main 
sources of such incentives are four : (a) increase of production per unit 
of equipment or unit of capital invested ; (6) considerable savings in 
labour per unit of finished goods ; (c) a marked increase of quality of 
goods per unit of capital invested ; (d) the compelling need to replace 
machinery because of its physical deterioration. 

Factor (a) has been negative as manufacturers have succeeded in 
increasing production per spindle by only 6 per cent. and production 
per loom by only 26 per cent. since the beginning of the century, although 
the prices of equipment per unit are now eight times higher. The 
stimulus offered by factor (6) might have been a positive influence 
towards modernisation but it has been extremely weak in Latin America, 
principally owing to the smallness of industrial wages compared with 
the average price level of textile goods. If the price of a popular fabric 
in each country is assumed to be 100, the cost per man-hour would be 
60 in Brazil, 82 in Chile, 36 in Ecuador, 83 in Mexico and 57 in Peru, 
whereas in the United States it would be 355. Factor (c) has been of 
importance in the spinning mills, but this was not sufficient to induce 
manufacturers to modernise machinery as the high customs tariffs in 
the Latin American countries do not favour free competition with 
imported goods. Consumer preference has had hardly any influence on 
production policies. 

The last factor, physical deterioration, has had little influence in 
hastening modernisation because the maintenance service of the mills 
has undertaken repairs or replaced broken and worn-out parts to such an 
extent that there is very little of the original equipment in the machinery. 
There undoubtedly has been functional depreciation which has caused 
an increase in the number of man-hours required to complete the pro- 
cesses of production with the machinery available and to service that 
machinery. The modernisation of equipment has been affected by the 
decreasing capacity of many mills to create adequate reserves for the 
replacement of their machinery. This has been the result of a financial 
policy not suited to the formation of such reserves, the increase in the 
cost of machinery due to high prices and currency depreciation, and the 
fact that in periods of high profits it was impossible to obtain equipment 
and the savings which could have been used for that purpose were used 
at other types of investment or to expand working capital because of 
inflation. 

During the past 50 years administrative progress has been made in 
the textile industry in the advanced countries. The organisation of 
personnel has been perfected and methods have been evolved for con- 
trolling the — the product. The reasons why this progress has 
not spread to the Latin American mills are complex. Broadly speaking, 
they can be summarised as backwardness in the media for spreading 
technical knowledge, absence of conditions impelling manufacturers to 
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seek such knowledge, and circumstances of an economic or trade union 
origin which limit the administrative action of the manufacturer. The 
typical method of spreading knowledge in the Latin American mills is 
direct transmission from practical textile experts. The few textile 
schools are of very recent origin. Textile literature, especially in Por- 
tuguese or Spanish, is scarce and rarely deals with subjects connected 
with the administrative organisation of the mills. Another related 
cause is labour resistance to any change which may involve displacement; 
this has given rise to contracts laying down a fixed ratio between wages 
and production, neutralising any incentive the manufacturer may have 
to introduce more specialised working methods or mechanical modifi- 
cations which ig oe ane the number of units which each worker 
can handle. Labour resistance, however, should not be held exclusively 
responsible for the low productivity or the backwardness of the textile 
industry. It is merely a symptom of the real cause, which is far more 
important and fundamental, namely, the limited capacity of the Latin 
American countries to invest in undertakings capable of absorbin 
personnel displaced by technological progress. The indemnities pai 
to discharged workers would be an internal means of solving a specific 
problem in the factories, but they do not change the general situation 
responsible for labour resistance to modernisation. 

The difficulty in ea. Son ne and breaking down traditions 
that have prevailed since the beginning of the century has also hindered 
the reduction of personnel. Conditions in Rio de Janeiro and elsewhere 
in Brazil offer what are probably the best examples. The owners, who 
are fully convinced of the importance of labour-management relations, 
have for many years sought to give their employees the social benefits 
which develop a sentiment of attachment to the factory and to the 
community ; this makes it difficult to induce workers to transfer to 
other activities. 


GENERAL RECOMMENDATIONS 


The backwardness of the Latin American textile industry is. intim- 
ately linked with the general economic level and, as it is impossible for 
the industry to postpone its modernisation until there is a higher phase 
of development, it is recommended that the modernisation of the existin 
industry should be a in the industrial development plans an 
that systematic action should be taken to encourage improvement both 
in equipment and management. 

Improved productivity in the textile industry will involve a diversion 
to other activities of part of the flow of workers into the industry. 
Later it will be necessary, in co-ordination with other plans of industrial 
development, to organise the transfer of textile workers to other sources 
of employment. 

It is recommended that the labour contracts which at present govern 
labour-management relations should be made more flexible, as the 
existing rigidity causes difficulties and holds up the purchase and installa- 
tion of modern equipment. 

It is very important to promote the dissemination of certain technical 
knowledge that is insufficiently widespread because suitable means for 
disseminating it have been lacking. One of the most effective means 
would be to have manuals prepared by experts on the following subjects: 
(a) organisation of labour and determination of work-loads ; (b) methods 











168 INTERNATIONAL LABOUR REVIEW 





of quality control ; (c) methods of waste control ; (d) determination of 
standard costs; (¢) methods of controlling labour productivity ; (/) 
standard specifications for the construction of textile factory buildings ; 
(g) size preparation ; (h) the organisation of maintenance services. 

Other recommendations cover action to promote the spread of pro- 
ductivity standards for different types and sizes of mills, investigation of 
possibilities of physical and administrative consolidation of small mills 
with the object of creating larger units, the preparation and establishment 
of standards for the construction and quality of fabrics, the encourage- 
ment of the manufacture of certain textile accessories in Latin America, 
and the promotion of scientific research with a view to developing new 
types of textile machinery better adapted to the nature of Latin Ameri- 
can industrial resources. 
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Brothers, 1952. xxii+406 pp. $5. 
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CHRISTELIJKE SOCIALE VROUWENWERKEN EN KRISTELIJKE ARBEIDERS 
VROUWENGILDEN. LEconomische Waarde van de Huishoudelijke Taak 
der Vrouw. By Maria Baers, Victor LEEMANS, K. PInxTEN, V. Van 
Rompuy, A. de GUCHTENEERE. Brussels, 1951. 64 pp. 


In the early days economic theory paid little attention to the problems 
of consumption ; Stuart Mill and Marshall hardly mention them except in 
connection with taxation. But since the beginning of the present century 
these problems have more and more forced themselves on the attention of 
economists. Pigou brought them within a general survey of the economic 
process, and their major role in the General Theory of Keynes is well known. 
This naturally led to a study of household and family consumption (which 
forms the bulk of consumption as a whole) and its repercussions on the 
stability and development of the national economy. To cite only one 
example, it is clear that the way in which wages are spent at home must 
inevitably influence the over-all volume of savings. At this point economic 
science enters a field that is a fundamental concern of the Christian Social 
Movement, and this fact explains the four essays in the above volume on 
(1) _— concepts of the place of consumption in the economy ; (2) house- 
hold consumption and employment of the national income ; (3) the economic 
value of the wife’s housework ; and (4) household economies and savings. 


GOLDENWEISER, E. A. American Monetary Policy. Committee for Economic 
Development Research Study. New York, Toronto, London, McGraw- 
Hill Book Company, Inc., 1951. xvi+391 pp. $4.50. 

A scholarly study of the United States Federal Reserve System. After 

a non-technical discussion of the theory and practice of banking operations, 
the author traces the history of the Federal Reserve System and its policies 
since its inception in 1913. The final chapters of the book are devoted to 
an appraisal of the policies of the Federal Reserve System with respect to 
monetary policy, international transactions, and legal and administrative 
organisation. A final chapter discusses proposed changes in the System. 


INSTITUT D’OBSERVATION ECONOMIQUE. Pouvoir d’achat et cott de la vie 
(1948-1951). By Jean Romeur. Paris, Presses Universitaires de France, 
1951. 64 pp. 300 francs. 


INTERNATIONAL ROAD TRANSPORT UNION (I.R.U.). Handbook of the Inter- 
national Road Transport Union, 1952, Preliminary edition. In English, 
French and German. Geneva, 1952. 104 pp: 


Contains useful information on the International Road Transport Union 
itself, the work of the United Nations Economic Commission for Europe 
in the field of road transport and the texts of certain international Conven- 
tions and agreements on the subject, including agreements on the lifting 
of restrictions on the freedom of the road, the International Customs Conven- 
tion on Commercial Road Vehicles, the Customs Convention on the Inter- 
national Transport of Goods by Road, and the regulations concerning the 
construction and equipment of vehicles and containers intended for the 
international transport of goods by road. Information is also given regarding 
customs formalities and fiscal charges applicable to international road 
transport in a number of European countries. 


LiciER, Simon. L’adulte des milieux ouvriers. Tome I: Essai de psychologie 
sociale. Paris, Les Editions Ouvriéres, 1951. 586 pp. 


LUNDBERG, Erik, MEIDNER, Rudolf, REHN, Gésta, Wickman, Krister. 
Wages Policy undery Full Employment. Edited and translated by Ralph 
TurvEy, London, Edinburgh, Glasgow, William Hodge and Company 
Limited, 1952. viii+88 pp. 6s. 

The aim of this book is to make available to the English reading public 
some Swedish contributions to the subject of wages policy under full employ- 
ment. Professor Lundberg’s general survey deals mainly with the relation- 
ship between rises in productivity and increases in real wages. Mr. Meidner’s 
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article is chiefly concerned with the problems created for the trade unions by 
acceptance of a “ responsible’ wage policy, and points out that, if local 
and industrial unions were to surrender part of their independence so as to 
make a greater degree of centralisation in wage bargaining possible, members 
might lose interest in their organisations. 

The main part of the book, however, consists of Mr. Rehn’s article on 
the problem of stability, which is followed by a discussion between its 
author and Professor Lundberg and by a short article by Mr. Wickman, 
which is also partly a comment on Mr. Rehn’s study. The latter suggests that 
there are two prerequisites for a non-inflationary policy of full employment : 
(1) average profits must be kept fairly low so as to avoid too strong a demand 
for labour ; and (2) no large wage differentials, which cannot be justified 
as “ fair premiums for different degrees of skill, accident risks and the like ”’, 
must exist. 


La Monnaie. Analyse des théories de Albert AFTALION, James W. ANGELL, 
R. G. Hawtrey, J. M. Keynes, A. W. MARGET, Ludwig Miszs, Bertrand 
NocGaro, Charles Rist, D. H. RoBERTson, Joseph SCHUMPETER. Col- 
lection : La Théorie Economique du Temps Présent. Preface by Emile 
James. Paris, Editions Domat Montchrestien, 1952. 498 pp. 


Morevux, René. Principes nouveaux d’économie coloniale. Collection: 
Philosophie des Temps Actuels. Paris, René Moreux & C'*, Editeurs, 
1952. viii+174 pp. 500 francs. 


MunsBy, D. L. Industry and Planning in Stepney. A Report presented to 
the Stepney Reconstruction Group, Toynbee Hall. London, New York, 
Toronto, Geoffrey Cumberlege, Oxford University Press, 1951. xiv+ 
466 pp. 30s. 


MUTUAL SECURITY AGENCY, Productivity and Technical Assistance Division, 
Technical Aids Branch. Increasing Productivity thru Simplification, 
Standardization, Specialization. Washington, 1951. ix+ 109 pp. 


A manual and source of background material in the fields of simplifica- 
tion, standardisation and specialisation. Under these three headings a 
wide range of activities are discussed which under certain conditions may 
result in substantially increased productivity in industry. Simplification 
is defined as a policy to reduce waste by eliminating unnecessary varieties 
of commodities. Standardisation is the application of more or less uniform 
procedures for the preparation of an industrial standard, the latter relating 
to (1) the form, size, composition, quality, performance, or other charac- 
teristics of a material or a manufactured product ; or (2) methods of testing, 
applying or otherwise manipulating such a material or product; or (3) a 
relationship between characteristics of different products. Specialisation 
is defined as a concentration of effort on a single function ; it arises from 
division of labour in such a way that labour and capital are devoted exclu- 
sively to those activities for which they are best suited as regards maximum 
productivity. 

The manual gives many examples showing how eee standard- 
isation and specialisation have resulted in greater efficiency in industry. 
It also traces the history of the development of these procedures, and gives 
references to published works and organisations from which further infor- 
mation on these subjects can be obtained. 


NEELY Ivanovié, Carlos. Comnsideraciones sobre el problema del transporte 
en Chile. Memoria de prueba para optar al grado de Licenciado en la 
Facultad de Ciencias Juridicas y Sociales de la Universidad de Chile. 
Santiago, Editorial Universitaria, S.A., 1951. 52 pp. 

A study of the present state of transport in Chile. The author advocates 
the development of three or four ports with modern equipment, and of 
coastal and international shipping, the ships at present available being too 
small. Better use of railways could be secured by wider use of mechanical 
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handling appliances in stations. The establishment of a body capable of 
deciding the cases in which the railway should have recourse to road trans- 
port feeders is advocated. The main longitudinal railway should be used 
mainly for long-distance goods traffic, road transport being used chiefly for 

netration inland. A special fund of foreign exchange should be set aside 
or the import of road vehicles. There is no discussion of labour problems. 


NETHERLANDS MINISTRY OF FOREIGN AFFAIRS. The Netherlands Economic 
and Cultural Documentation. Amsterdam, Nederlands Economisch 
Cultureel Archief, 1952. 458 pp. 


In five languages : Dutch, English, French, German, Spanish. 


Popiecu MicHAuD, Anfién. Fiscalizacién de la Administracién Financiera 
en Chile. Memoria de prueba para optar al grado de Licenciado en la 
Facultad de Ciencias Juridicas y Sociales de la Universidad de Chile. 
Santiago, 1951. 141 pp. 


Scitovsky, Tibor, SHAw, Edward and Tarsuis, Lorie. Mobilizing Resources 
for War: The Economic Alternatives. New York, Toronto, London, 
McGraw-Hill Book Company Inc., 1951. x+284 pp. $4.50. 

The objectives which economic policy should pursue when resources 
have to be mobilised for war are summarised by the authors as follows : (1) 
maximising supply ; (2) facilitating conversion ; (3) securing the optimum 
allocation of resources within the military and civilian sectors; and (4) 
securing fair distribution. It is the thesis of the book that these objectives 
can best be secured by removing excessive demand for resources and output 
by direct limitations on the spending budgets of consumers, business firms 
and the armed forces and, once this inflationary potential is removed, by 
relying whenever possible on the price-income mechanism to allocate sources 
and distribute output. 


STRATHUS, Heinrich. JInternationaler Steuerbelastungsvergleich. Steuer- und 
Sozialbelastung, Sozialprodukt, Verfiigungseinkommen, Investitionen, 
Verbrauch und Verteidigungsausgaben in den europdischen Landern 
und den Vereinigten Staaten. Schriftenreihe der Deutschen Europa- 
Akademie, Heft 13. Frankfurt-am-Main, Verlag fiir Geschichte und 
Politik, 1952. 68 pp. 

The material collected in this study is mainly intended as a basis for 
assessing the financial contributions of individual countries to operations 
under international agreements. The immediate aim of the author was to 
find a way of distributing the cost of collective defence under the North 
Atlantic Treaty and American Military Aid. 

The basis suggested is the relative disposable income per capita in the 
countries concerned. Though this cannot be determined precisely, the 
author has carefully studied the material available in order to reach approxi- 
mate figures for Belgium, Denmark, France, the Federal Republic | Ger- 
many, Italy, the Netherlands, Norway, Sweden, the United Kingdom and 
the United States. He gives data for these countries which make it possible 
to calculate the burdens of direct and indirect taxation (net for subsidies), 
social charges and investment as a percentage of net social product at factor 
costs per capita, and therefore provide a basis for comparing disposable 
income per capita. The comparisons are made on the basis of official rates 
of exchange and on the basis of the rates of exchange which attempt to 
measure the purchasing power of different currencies, as computed by the 
United Nations Economic Commission for Europe in the Economic Survey 
of Europe in 1950. 


VARVARESSOS, Kyriakos. Ekthesis epi tou oikonomikou problimatos tis 
Hellados. Athens, 1952. 260 pp. 
At the request of the Greek Government, the author recently took leave 
from his duties with the International Bank to prepare a report on the 
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economic problems of Greece as a guide for economic policy. The published 
study starts with a detailed description of the present situation. e author 
attributes present difficulties to a series of factors—dependence on American 
aid, the instability of the currency, the balance-of-payments deficit, the 
inadequate functioning of the administrative machinery, and the abnor- 
mally low standard of living of a great part of the population. After analys- 
ing these various factors he presents an over-all programme of measures to 
overcome the economic difficulties. In the ry sang on —< and wages, he 
operant the demand for a sliding scale made by the Greek Confederation 
of Labour, and recommends greater competition between undertakings to 
avoid excessive profits, an effective system of price and profit controls, the 
replacement of State wage regulation by collective aining (now brought 
into operation by a recent Act) and the development of trade-unionism. 


WuytTE, Lewis G. Principles of Finance and Investment. Vol. 1: Economic 
Background; Company Finance; National Economy. 2nd edition. 
Vol. II : Money Market; Rate of Interest; Analysis of Investments ; Life 
Office Investments. Cambridge University Press, for the Institute of 
Actuaries and the Faculty of Actuaries, 1951 (ist edition 1949), 1950. 
xi+192 and vii+176 pp. 12s. 6d. each. 


WorRKERS CONFEDERATION OF Mexico. Panorama of the Work for Pro- 
gress Undertaken by a Regime. In Spanish, English and French. 
Mexico, 1951. 399 pp. 


Statistics. 


Buros, Oscar Krisen (editor). Statistical Methodology Reviews, 1941-1950. 
New York, John Wiley & Sons, Inc. ; London, Chapman & Hall, Ltd., 
1951. 457 pp. 

A compendium of 842 excerpts from reviews of 342 books on statistical 
methodology, published or reviewed in the period 1941-1950 in Australia, 
Canada, Denmark, India, the Netherlands, Puerto Rico, South Africa, 
Sweden, Switzerland, the United Kingdom and the United States. 


IstITUTO CENTRALE DI Statistica. Norme per la rilevazione dei prezzi al 
minuto e calcolo degli indici del costo della vita. Rome, Oficina Poligra- 
fica Laziale, 1952. 98 pp. 300 lire. 

The criteria for collecting retail prices employed by the Italian Central 
Institute of Statistics are fully descri in the first part of this book. The 
second part gives details of the construction of the Italian cost-of-living 
index. 


— IX Censimento Generale della Popolazione e Rilevazione delle Abita- 
zioni, III Censimento Generale dell’Industria e del Commercio, 4 e 
5 novembre 1951. Primi Risultati Generali dei Censimenti : Popolazione 
vesidente e presente; Abitazioni e stanze; Ditte, Unita locali e Addetti. 
Dati Provvisori. Rome, 1952. 188 pp. 500 lire. 


Mayer, Kurt B. The Population of Switzerland. New York, Columbia 
University Press, 1952. xii+336 pp. $5. 


Industrial Relations, Employers’ and Workers’ Organisations. 


GILBERT, Frank. Transport Staff Relations. Machinery of Negotiation, 
Joint Consultation, Training and Education, etc. Foreword by John 
BeEnsTEAD. London, Sir Isaac Pitman & Sons Ltd., 1951. xii+260 pp. £1. 
An excellent review of the means by which conditions of employment . 

in the main branches of inland transport in Britain are determined, grievances 

dealt with and current problems arising out of the application of agreements 
solved, a clear distinction being drawn throughout between negotiation 
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and consultation. It brings together a number of different regulations 
and agreements which it is by no means easy to assemble. Half a century’s 
endeavours to build up the machinery now in use are described in a survey 
covering the period up to April 1950. Particulars are given of the machinery 
for negotiation and the settlement of disputes for the various categories 
of staff employed by British Railways (including the “ conciliation ” grades, 
railway shopmen, professional and technical staff, supervisory staff, the 
police force and the marine staff), the London Transport Executive, the 
Docks and Inland Waterways Executive, and for the workers engaged 
in road passenger and goods transport and in docks. The working of the 
Industrial Court and the National Arbitration Tribunal in relation to trans- 
port workers is also described. 

The second part of the volume deals with joint consultation and refers 
particularly to staff welfare, training and education, and disciplinary pro- 
cedure. In the concluding chapter the author points out that “there is 
no common pattern of wages, of hours of duty, of conditions of service, 
of privileges, of pensions, and of many other elements which must be taken 
into account when viewing transport as a whole ... Something like a 
concerted move towards parity of rates and conditions for comparable 
jobs will have to come about if there is to be a really properly integrated 
— of transport ... In a truly common service, such as transport, 
there ought to be truly common conditions and some day, somehow or other, 
these will have to be achieved. Meanwhile no time should be lost in making 
a beginning.” These proposals are on the same lines as those adopted by 
the Fourth Session of the I.L.O. Inland Transport Committee, at which 
the author was president during part of the proceedings. 


FEDERATION GRAPHIQUE INTERNATIONALE. Rapport du Bureau et du Secré- 
taive sur la Seconde Année d’ Activité de la Fédération. (1950-1951). Comptes 
annuels ; Rapports des groupements professionnels ; Rapports des fédé- 
rations affili¢es ; Contrat-type de réciprocité; Adresses des organisa- 
tions affiliées 4 la FGI. Berne, 1952. 159 pp. 


ITALIAN TRADES UNION CONFEDERATION. 1° Congresso Nazionale: Rela- 
zione della Segreteria Confederale, 11-14 Nov. Naples, 1951. 166 pp. 


LIVERIGHT, A. A. Union Leadership Training. A Handbook of Tools 
and Techniques. New York, Harper & Brothers, for the Industrial 
a Center of the University of Chicago, 1951. xvi+265 pp. 

3.50. 


PuNEKAR, S. D. Industrial Peace in India. Bombay, Vora & Co., Publishers, 

Ltd., 1952. 121 pp. 1 rupee 8 annas ; 3s. 

A brief account of the growth of industrial labour problems in India. 
The author considers that the main shortcoming in industrial relations 
in India is the lack of co-operation at the level of the undertaking ; efforts 
should, therefore, be made to achieve industrial harmony in individual 
undertakings by encouraging direct negotiations between the — 
and his employees. Industrial peace presupposes the existence of fair labour 
standards laid down by the State, readiness among employers to bargain 
on equal terms with their employees, a desire on the part of the workers 
to omy the welfare of their industry in co-operation with the employers, 
and the genuine sympathy of the general public. 


Labour Law. 


GoETHEM, F. van et GEYSEN, R. Droit du travail. Bruxelles, Aux Editions 
‘‘Erasme” S. A., 1950. 543 pp. 


~ HernAinz MArgueEz, Miguel. Tratado elemental de Derecho del Trabajo. 
5th edition. Madrid, Instituto de Estudios Polfticos, 1951. 883 pp. 
140 pesetas. 

















LE 


lav 


lav 
len 


Ma 


CL 


ing 
tio 
sta 


of 
lay 


FE 


sio 
inc 








le 


"S 
)- 
is 
, 
n 
a 
e 
d 
4 


_ 
~ 


~ Ss 9S 


—_—_——aeevTv *s a ae 











BIBLIOGRAPHY 177 





LEVENBACH, M. G. Arbeidsrecht. Een Bundel Opstellen. Alphen aan den 

Rijn, N. Samson N.V., 1951. viii+323 pp. 

A collection of the principal papers written by the professor of labour 
law at Amsterdam University during his 25 years of teaching. Various 
aspects of labour and social policy are covered, including the nature of labour 
law and its particular methods, its relations with civil law, fair wage prob- 
lems, collective agreements, etc. 


Management. 


C.E.G.O.S. (Commission Générale d’Organisation Scientifique.) La presse 
d'entreprise. Documentation des Journées d’Etudes des 28-29 Mai 1951. 
Paris, 1951. 92 pp. 


CiiFFORD, A. E. Textile Organisation and Production. Belfast, H. R. Carter 

Publications, Ltd., 1951. vi+93 pp. 

An outline of modern organisation and production methods. The follow- 
ing subjects are dealt with from the point of industry in general rather 
than with reference to the textile industry in particular : types of organisa- 
tion, principles of management, obligations and duties of the supervisory 
staff, industrial budgets, planning and control of production, evaluation 
of work and work incentives, control of quality, personnel management, 
layout and maintenance of plant. 


UNIVERSITY OF MICHIGAN. Survey Research Center, Institute for Social 
Research. Productivity, Supervision and Morale among Railroad Workers. 
By Daniel Katz, Nathan Maccosy, Gerald GuRIN and Lucretia G. FLoor. 
Ann Arbor, Michigan, 1951. xii+61 pp. 

Based on lengthy personal interviews with 298 workers and 72 fore- 
men, this study compares the attitudes of foremen and workers of the 
higher-rated and lower-rated of each of 36 pairs of section gangs engaged 
in similar maintenance of permanent way on the Chesapeake and Ohio 
Railroad. In the gangs producing the best work the foreman tended to accept 
the responsibilities of leadership rather than to regard himself merely 
as one of the men, spent a substantial proportion of his time on planning 
and supervising work rather than merely working along with the men, 
and was keen to increase production and understand the workers’ needs 
and aspirations. The men in the “ better gangs ”’ reported that the foremen 
took a personal interest in them and behaved in an understanding, non- 
punitive fashion when they encountered problems on the job. They also 
reported that these foremen helped them in training them for better jobs. 
These results have much in common with those of a similar study carried 
out in the same research programme on productivity, supervision and 
morale among clerks in an insurance company. 


Manpower ; Migration. 


Apams, Leonard P. Wartime Manpower Mobilization. A Study of World 
War II Experience in the Buffalo-Niagara Area. Cornell Studies in 
Industrial and Labor Relations, Vol. I. Ithaca, New York, Cornell 
University, New York State School of Industrial and Labor Rela- 
tions, 1951. xi+169 pp. 


FEDERAL SECURITY AGENCY. Man and His Years. An Account of the 
First National Conference on Aging. Raleigh, North Carolina, Health 
Publications Institute, Inc., 1951. viii+311 pp. 

An invaluable addition to the growing bibliography on the problem 
of the older man and woman. It gives a record of the Conference’s discus- 
sions and conclusions on population changes and economic implications ; 
income maintenance; employment, employability and rehabilitation ; 
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health maintenance and rehabilitation; education for an ageing popula- 
tion ; family life, living arrangements and housing ; creative and recreational 
activities ; religious programmes and services; professional personnel ; 
ageing research ; and community organisation. 


INDUSTRIAL WELFARE Society, Inc. The Employment of Elderly Workers. 
Report of a Survey on the Practice and Experience of 400 Member 
Firms of the Industrial Welfare Society. London, 1951. 97 pp. 10s. 6d. 


This survey of the employment of men over 65 and women over 60 
shows that there has been a considerable drop in the proportion of male 
elderly workers employed since 1945 and that the retention of many of those 
meres was due to the general labour shortage. On the other hand, 
most firms indicated that elderly workers had a stabilising influence on their 
labour force, were more reliable and better timekeepers, produced better 
quality work and, while not so quick as younger people, worked steadily 
throughout the shift. Other findings relate to type of work performed by 
elderly workers, the numbers in part-time employment, special training 
and other special facilities provided for them, and other matters of polic 
and practice in the employment of this group of workers. After Chapter II, 
which contains the resumé of the findings, practically the whole of the re- 
mainder of the report is in the form of statistical tables. 


MINISTRY OF LABOUR AND NATIONAL SERVICE. The Worker in Indusiry. 
A Series of Ten Centenary Lectures delivered during Festival of Britain 
Year, 1951. London, H.M. Stationery Office, 1952. vi+106 pp. 3s. 6d. 


Contains lectures by leading authorities on the nation’s youth and man- 
power needs, ways of eliminating the wastage of disablement, the effect 
of environment on the health and efficiency of the industrial worker, tech- 
nical and scientific manpower, problems of wages policy, the contribution 
of the I.L.O., self-government in industry, the employment of the older 
worker, the human factor in accident prevention, and training for industry. 


New York StaTE JOINT LEGISLATIVE COMMITTEE ON PROBLEMS OF THE 
Acinc. No Time to Grow Old. Newburgh, N.Y., 1951. 316 pp. 


OFFICE OF THE UNITED STATES HIGH COMMISSIONER FOR GERMANY, Office 
of Labor Affairs. The Woman Worker in Germany, by Rhea F. Maxson. 
Mehlem, 1952. viii+62+ix pp. 


Parry, Clive. British Nationality. Including Citizenship of the United 
Kingdom and Colonies and the Status of Aliens. London, Stevens 
& Sons Limited, 1951. xix+216 pp. 30s. 


RESEARCH GROUP FOR EUROPEAN MIGRATION PROBLEMS. Some Aspects 
of Migration Problems in the Netherlands, by G. BEIJER and J.J. OuDE- 
GEEST. Some Quantitative Aspects of Future Population Development 
in the Netherlands, by T. van den Brink. Preface by Alfred Sauvy. 
The Hague, Martinus Nijhoff, 1952. viii+58 pp. 


After discussing the birth and death rate, age structure, internal migra- 
tion, industrialisation, and migration abroad, the first paper in this volume 
analyses overseas migration from the Netherlands in 1948-1950. It con- 
cludes that the present population pressure cannot be reduced without a 
= emigration of 50,000 persons (including 20,000 economically active) 

ut that this rate is bound to have an adverse effect on the population 
structure and thus in the long run on industrialisation. The authors 
recommend government responsibility for general manpower problems, and 
the compilation of more complete and comparable migration statistics. 

The second paper suggests that the demographic development of the 
Netherlands is fundamentally different from that of other countries. The 
rate of population increase during the next few decades will be higher 
than that likely to occur in any other country of North-west Europe and the 
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change in age structure will also be very great. If allowance is made for 
an annual emigration of 50,000, the population will be 10.5 million in 1970 
and 11.1 million in 1980. 


Non-manual Workers. 


CRONER, Fritz. Tjdnstemannakdven i det moderna samhdllet. Gebers 
Sociologiska Bibliotek, Uppsala, Hugo Gebers Férlag, 1951. 506 pp. 
34 kronor. 


Mitts, Wright C. White Collar: The American Middle Classes. New 
York, Oxford University Press, 1951 (second printing). 378 pp. $6. 
Non-manual or “ white-collar” workers are playing an ever-growing 

part in modern economic life, and public opinion is ming more and more 
conscious of the significance of this evolution. The recent books by Mr. Cro- 
ner and Mr. Mills make a very important contribution to the study of this 
field. They constitute the first systematic and scientific approach to the 
sociological pattern of white-collar workers, their — in modern society, 
their social attitudes and the manifold problems they have to face, since the 
publication of Emil Lederer’s book on the problems of the modern salaried 
employee (Die Privatangestellten in der modernen Wirtschaftsentwicklung, 
Tiibingen, 1912). Although Mr. Mills is more concerned with white-collar 
workers in the United States, and Mr. Croner devotes himself to non-manual 
workers in Sweden, both studies are very valuable for the understanding 
of an important development in modern society. Many aspects dealt with 
are typical of the situation existing in other countries, and both authors 
examine general issues and make extensive use of technical literature. 

Mr. Croner, who is head of the Salaried Employee Statistics Office in 
Sweden and prepared his comprehensive study under the auspices of the 
Swedish Academy of Science and the Swedish Research Committee on Social 
Sciences, analyses the specific problems of the white-collar workers in rela- 
tion to the evoluticn of modern society and the conclusions to be drawn 
therefrom. Although Swedish factual data are used, the methodological 
and sociological parts of this book are of general interest. 

Part I deals with the definition of the non-manual worker and with 
his growing functions. From a critical survey of relevant definitions in 
Sweden, Germany, Switzerland, the United Kingdom and the United 
States, the author derives his own sociological concept of the class situation 
of the non-manual strata which he bases on four main functions: the 
managerial and supervisory function, the creative function, the administra- 
tive function and the commercial function. In his view, these functions 
caused the rise of a new social class because they were originally entrepre- 
neurial functions ; the transition from the former world of the small under- 
taking to the modern world of highly organised giant undertakings implies 
a progressive delegation of the functions of the entrepreneur to a complex 
hierarchy of salaried occupational groups. The author discusses the 
problem of the foreman, who, in his opinion, holds a key position between 
management and wage earners; and also considers a variety of other 
occupational groups of non-manual workers, including technicians and 
clerical grades in agriculture, industry, banking, transport and distribution, 
as well as public servants and teachers. 

Part II contains a statistical analysis of the growth of the salaried 
employee groups in the private and public sectors, including a survey of 
the demographic situation in Sweden since 1751 and of structural changes. 
Part III provides sociological information on non-manual workers considered 
as a specific social class, while Part IV discusses the social origin of private 
and public non-manual workers, their social mobility and social attitudes. 
This part is based on the results of a two-year inquiry among groups of sala- 
ried employees and civil servants. The final section contains considera- 
tions regarding the new society as seen by the author, who stresses the 
importance, for the smooth evolution of democracy, of the social and 
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organisational autonomy of non-manual workers. Many statistical tables 
and diagrams, as well as extensive notes and a detailed index, are included. 

Professor Mills of Columbia University, in his precise (and somewhat 
pessimistic) analysis of the emergence in the United States of a new social 
class of white-collar workers, considers that “ it is to the white-collar world 
that one must look for much that is characteristic of twentieth century 
existence’, for by understanding the diverse white-collar group one can 
also understand better the shape and meaning of modern society as a whole. 

The first lesson drawn by the author from modern sociology is that the 
individual cannot understand his own experience or gauge his own fate 
without locating himself within the trends of his epoch and the opportunities 
of all the individuals of his social layer. Mr. Mills therefore undertakes a 
study of the present social structure of the United States, of which white- 
collar workers constitute a considerable social and political potential. These 
workers form a new middle class, neither entrepreneurs nor wage earners, 
which “slipped quietly into modern society ”’. 

Part I of the book reviews the old American middle class—the world 
of the independent entrepreneur, the farmer and the merchant—and its 
decline. Part II explores the ever-expanding white-collar world. During 
the 80 years from 1860 to 1940, the new middle class grew from three-quarters 
of a million to over 12% million ; in this period, according to Mr. Mills’s 
figures, the members of the old middle class increased by 135 per cent. 
and the wage earners by 255 per cent., but non-manual workers increased 
by 1,600 per cent.. The white-collar workers thus appear to have upset 
the nineteenth-century expectation that society would be divided between 
entrepreneurs and wage earners. Other items discussed in this section 
are occupational changes, industrial mechanics and “ white collar pyramids ”’. 
The author also analyses the role, functions and trends of the managerial 
groups, in particular the problem of the foreman who represents the bottom 
stratum of management. 

The evolution of the old and new professions is also examined. Most 
professional workers are now salaried employees, intensive and narrow 
specialisation replacing wide knowledge. Mr. Mills reviews various problems 
concerning technicians and the members of the medical, legal and teaching 
professions, who in his view constitute the economic proletariat of the 
professions and their largest occupational group. The conditions and prob- 
lems of executive staff and of the middle and lower strata in modern 
shops and offices are vividly portrayed. An analysis is also given of the 
consequences of progressive mechanisation of office work with its centralisa- 
tion on the one hand and, on the other, the breaking down of jobs into 
simple standardised operations, requiring cheaper labour per unit, less 
training and specialisation, and thus easily replaceable employees. 

Part III deals with such topics as meanings of work, the ideal of crafts- 
manship, conditions of modern work and problems which the author ascribes 
to the “status panic”. “Success” as a driving motive and a way of life 
has become “ less widespread in fact, more confused as image, often dubious 
as motive and soured as a way of life”. 

In Part IV, the author discusses the political tendencies that can be 
inferred from the existence of the new middle class, white-collar unionism, 
its trends and the probabilities for the white-collar strata of achieving 
political conscience and power. 

The statistics used are mostly drawn from United States Government 
sources. Notes on the sources used and a detailed index are included. 


Vocational Guidance. 


HEGINBOTHAM, H. The Youth Employment Service. London, Methuen & Co. 
Ltd., 1951. x+222 pp. 8s. 6d. 
This book is divided into two parts, the first dealing with the history 
and growth of the juvenile employment service until the Employment 
and Training Act of 1948, and the second with the structure, organisation 
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and methods of the new Youth Employment Service. The historical part 
of the book illustrates the inevitable slowness of growth of a new institu- 
tion ; more than one example is quoted of recommendations which were 
rejected when they were made, only to be reintroduced some years later 
in a very similar form. 

The second part of the book is likely to be of greater general interest. 
A particular feature is the importance attributed to the school report 
and the stress laid on the youth employment officer’s duty to respect parents’ 
wishes. 

The author, who has had wide experience in the field of youth employ- 
ment, is writing in a personal capacity, and he does not hesitate, on occa- 
sion, to make constructive suggestions or criticisms, which are not neces- 
sarily in line with official policy. 


KELLEY, Earl C. The Workshop Way of Learning. New York, Harper & 
Brothers, 1951. xiv+169 pp. 


PAKISTAN EDUCATION Division. Report of the Technical Education Com- 
mittee appointed by the Council of Technical Education for Pakistan, 
Karachi, Manager of Publications, 1951. ii+162 pp. 4 rupees 4 annas. 
A valuable technical report by a committee appointed in 1948 to survey 

Pakistan’s need for technical personnel of various categories and to formulate 

a comprehensive scheme for the development of technical education. Part I 

of the report examines the shortages of technical manpower resources, the 

scope of technical education and its relation to general education. Its 
recommendations cover primary education, various types of technical 
institutions (technical high schools, trade schools, polytechnics, industrial 
institutes and research institutes) and courses (part-time, specialised, 
degree and honour courses), technical personnel for government services, 
instructing staff, media of instruction, and control of technical education. 

Survey reports on a number of training institutions in different parts of 

the country are included in an appendix. 

Part II contains a general plan for technical high schools, the Com- 
mittee’s observations and recommendations on plans for three polytechnics 
(for Karachi, the Punjab, and East Bengal respectively) prepared by three 
regional sub-committees appointed by the Technical Education Com- 
mittee, and a proposed curriculum for degree courses in engineering. 


Wages ; Conditions of Work, etc. 


ByOrK, Leif. Léner, priser och sociallagstifining 1 Sovjetunionen. Stockholm, 
Tidens Foérlag, 1952. 186 pp. 10.50 kronor. 


JaccarD, Pierre. Travail et salaive d’aprés la morale chrétienne. Geneva, 
Editions Labor et Fides, 1951. 51 pp. 2.70 francs. 


UnITED STATES DEPARTMENT OF LABOR. Bureau of Labor Statistics, 

Division of Wages and Industrial Relations. Social Workers in 1950. 

A Report on the Study of Salaries and Working Conditions in Social 

Work—Spring 1950. New York, American Association of Social Work- 

ers, Inc., 1952. 78 pp. 

A report on an investigation, made by the United States Department 
of Labor at the request of the National Council on Social Work Educa- 
tion, the National Social Welfare Assembly and the American Associa- 
tion of Social Workers, into the salaries and working conditions of social 
workers in the United States. Contains information, illustrated by statistics, 
on the education and experience of social workers, and on their conditions 
of work and economic status. 


WEIL, Simone. La condition ouvriére. Collection “Espoir’’. Paris, Gallimard, 
1951. 273 pp. 500 francs. 
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With her characteristic honesty and ardour, Simone Weil tried to gai 
insight into the modern industrial working class by leading the life of an 
unskilled factory labourer at various times in 1934 and 1935. This book 
contains letters, a diary and several essays on the situation of the modern 
workman. 

In addition to giving concrete details of the jobs and conditions of 
work, the diary carefully records their psychological repercussions on indi- 
viduals and groups and the experience of the author, who felt her sense of 
individual dignity crushed by the working conditions but recovered it 
through a personal ethic of her own. She shows the negative and degrading 
side of modern working-class life but believes that it has positive elements 
mainly through the solidarity of the group of workers undergoing the same 
dehumanising process. In the essays (on industrial disputes, rationalisa- 
tion, working-class life, etc.) she makes various constructive pro 
which were mainly social in character in 1936 and inspired by a religious 
feeling in 1941 and 1942. This collection is remarkable for its lofty morality 
and penetrating intelligence, and gives a moving account of the position of 
the working class when struggling with the worst conditions of modern 
industry. 


Rehabilitation. 


K.ep1tz, Emil. Die Beschaftigung von Schwerbeschddigten in der Eisen- 
und Metaliindustrie. Herausgegeben vom Verband der Ejisen- und 
Metall-Berufsgenossenschaften. Berlin, Bielefeld, Munich, Erich Schmidt 
Verlag, 1951. 394 pp. 


Social Security ; Public Health. 


IsTITUTO NAZIONALE DELLA PREVIDENZA SOCIALE, Servizio Statistico 
Attuatiale. Notizie Statistiche, 1934-1948. Rome, Istituto Poligrafico 
dello Stato, 1951. xxvii+445 pp. 


OFFICE FEDERAL DES ASSURANCES SOCIALES. Caisses-Maladie Suisses et 
Caisses d’Assuvance contre la Tuberculose, 1944-1948. Statistiques de 
la Suisse, 235® fascicule. Bilingual (German and French). Berne, Bureau 
Fédéral de Statistique, 1951. iv+98 pp. 


OTTAVIANI, Riccardo. La matematica della previdenza. Florence, G. Barbéra, 
Editore, 1952. xii+429 pp. 2,000 lire. 


ScHRODER, E. Gesundheit und Gesundheitspflege der Landbevilkerung. 
Schriftenreihe fiir landliche Sozialfragen, No. 5. Veréffentlichungen der 
Agrarsozialen Gesellschaft e. V. G6ttingen. Hanover, M. & H. Schaper, 
1952. 85 pp. 

A survey of the state of health of the 13.7 million persons who, accord- 
ing to the 1950 Census, lived in 20,940 localities with less than 2,000 inha- 
bitants, in Western Germany. Vital statistics and mortality figures are 
examined, and comparisons are made between the rural and urban popula- 
tions of Germany in the past and present. 


UNITED MINE WoRKERS OF AMERICA. Welfare and Retirement Fund. Four- 
Year Summary and Review for the Year ending June 30, 1951. Wash- 
ington, 1951. 52 pp. 


VINCENOT, Yves. Le service de santé en Gvrande-Bretagne. Cahiers de la 
Fondation Nationale des Sciences Politiques, No. 30. Preface by P. 
DuRAND. Paris, Librairie Armand Colin, 1952. x+266 pp. 900 francs. 


This comprehensive study of the National Health Service in Great 
Britain explains the intricate structure and working of the service in simple 
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terms, and discusses its origin, the practical difficulties of operation, and its 
far-reaching effects on the role and the standing of the medical profession. 
The book is abundantly documented. 


Living Conditions. 


CARIBBEAN Commission, Central Secretariat. Aspects of Housing in the 

Caribbean. Port-of-Spain, 1951. xi+326 pp. 

This work is intended as a book of reference and a guide to future 
planning. It contains a e amount of very useful material on such 
topics as housing and health, new methods of construction, aided self- 
help methods, housing finance, and recent and current developments. 


Harris, C. Lowell. History and Policies of the Home Owners’ Loan Cor- 
poration. Financial Research Program. Studies in urban mortgage 
financing. New York, National Bureau of Economic Research, 1951. 
xix-+ 204 pp. 

A study of the origin, development and liquidation of the Home Owners’ 
Loan Corporation, which was established in the United States during the 
summer of 1933 to guard families from loss of their homes through mort- 
gage foreclosure. 


INTERNATIONAL FEDERATION FOR HOUSING AND TOWN PLANNING. Imnier- 
national Glossary of Technical Terms used in Housing and Town Planning. 
Edited by H. J. Sprwak. 2nd edition. In English, French, German, 
Italian and Spanish. Amsterdam, 1951. 144 pp. 


Mepinsky, Y. N. Public Education in the U.S.S.R. 2nd edition. Mos- 
cow, Foreign Languages Publishing House, 1951. 116 pp. 


ORGANISATIONS SYNDICALES FRANCAISES. Des Logements: Hollande, 
Danemark, Suéde, Grande-Bretagne. Rapport d’une mission syndicaliste 
francaise, Mai-juin, 1951. Paris, 1951. 112 pp. 


ScHUHMACHER, Adolf. Ladenbau. Anordnung, Einbau und Ausgestaltung 
kleiner und grosser Laden aller Geschaftszweige. 3rd edition. Stutt- 
gart, Julius Hoffmann Verlag, 1951. 200 pp. 


STATENS KOMMITTE FOR BYGGNADSFORSKNING — THE SWEDISH STATE 
COMMITTEE FOR BUILDING RESEARCH. Byggnadsiehnisk Ijusekonomi 
— Economics of Interior Lighting with Special Reference to Building 
Constructions. By Harry KreuGer. With a Summary in English. 
Meddelanden—Bulletins, No. 18. Stockholm, 1950. 117 pp. 5 kronor. 
A mathematical analysis of the economics of interior lighting, with special 

reference to buildings. The cost of lighting by various means is deter- 

mined by a series of formulae, the derivation of which is discussed in detail. 


Agriculture. 


AGRARSOZIALE GESELLSCHAFT E. V., GOTTINGEN. Die Eingliederung der 
heimatvertriebenen Landwirte in die westdeutsche Landwirtschaft. By 
Th. OBERLANDER, P. v. BLANCKENBURG, Th. SCHAPPER, Pastor K. F. 
WEBER. Schriftenreihe fiir landliche Sozialfragen, No. 6. Hanover, 
Verlag M. & H. Schaper, 1952. 104 pp. 


BritisH IsLES FEDERATION OF AGRICULTURAL CO-OPERATIVES. Common- 
wealth Conference on Agricultural Co-operation, held at Oxford from 
July 23 to July 27, 1951. Report of Proceedings. London, 1952. 
193 pp. 











OCCUPATIONAL PSYCHOLOGY 


Quarterly Journal of Industrial and Vocational Psychology 
Contents of Vol. XXVI No. 3 
Job Attitude and Job Choice Among Secondary Modern School Leavers (1). By Gustav Janopa. 
The Construction of a Staff Report Form. By W. M. O’Ner. 
Difficulties in the Validation of Vocational Guidance Procedures. By Mary B. Srorr. 
Some Recent Work with Group Selection Techniques. By Martin H. HicHam. 
Ratings by Acquaintances as a Means of Obtaining Validation Criteria. By Torsten Hust. 


Annual Subscription : 30s. 


NATIONAL INSTITUTE OF INDUSTRIAL PSYCHOLOGY 
14 WELBECK STREET, LONDON, w. 1 











THE REVIEW OF ECONOMIC STUDIES 


Partial Contents of No. 49: Vol. XIX (2) 1951-52 


Simple Transaction Models, Information and Computing Richard STONE 
An Engineer’s View of the Problem of Economic Stability 


and Economic Regulation . . ; A. TusTIN 
Some Cambridge Controversies in Monetary Theory . ‘Harry G. JOHNSON 


Annual subscription: 15s. per vol., _ rip Price per issue: 5s.; 5s. 3d. post free 
S.A. and Canada: $4 per vol. 


Back number rates on application to Secretary. Cheques, whether drawn in sterling or dollars, should 
be made payable to the Review of Economic Studies. 

Editorial communications should be sent to The Editor, Review of Economic Studies, Nuffield College, 
Oxford. Articles from the U.S.A. and Canada should be sent to P. A. Samuelson, Massachusetts Institute 
of Technology, Cambridge, Mass. All other communications to The Secretary, Review of Economic Studies, 
4, Trumpington Street, Cambridge, England. 








THE LABOUR GAZETTE 


Published monthly by the Deputy Commissioner of Labour (Information), 
GOVERNMENT OF BomBAy, INDIA 


Started in 1921, the Labour Gazette is a journal for the use of all interested in obtaining prompt and 
accurate information on matters specially affecting labour in India and abroad. It contains statistical and 
other information on cost of living, retail prices, industrial disputes, absenteeism, trade unions, orders and 
awards of the Industrial Court, Bombay, and Tribunals, labour legislation, etc. Special articles embodying 
results of enquiries and research relating to wages, hours of work, unemployment, family budgets, etc., 
are published from time to time. 


Annual subscription : 15 rupees. Single copies ; 1 rupee 8 annas. 

















INDIAN JOURNAL OF ECONOMICS 


Official Organ of the Indian Economic Association 
(Founded 1918) 


Contents : Articles by recognised authorities on economic theory, economic history, Indian economic problems, 
public finance, business finance, insurance, planning, statistical methods, econometrics, mathematical 
economics, money and banking, trade, industrial organisation, marketing, transportation, agriculture, 
industries, economic geography, labour and industrial relations, social insurance, co-operation and population: 
book reviews ; notes on current economic affairs. 
Published quarterly. Annual Subscription: inland, Rs. 12; foreign, £1 4s., or $5.50. 


THE DEPARTMENTS OF ECONOMICS AND COMMERCE 
UNIVERSITY OF ALLAHABAD, U.P., INDIA 























ny ~~ ». 


~~ Fy bee A heel 





a, 























GEORGE ALLEN & UNWIN LTD. 





The Government of British 


Trade Unions 
JOSEPH GOLDSTEIN 


Underlying this study is the basic assumption that a Union can suc- 
cessfully function in a democratic society only if it is able to elicit a high 
degree of member participation in its activities. The study is of first-rate 
interest both for the light it throws on the general question of Trade Unions 
in the modern State, and for its analysis of the Transport and General 
Workers’ Union itself. 25s. net 


Electricity Supply in Great Britain 
Str HENRY SELF and ELIZABETH M. WATSON 


Briefly and authoritatively the authors cover the birth of the electricity 
supply industry in the 1880’s, the preparations for the transfer to the new 
Authority and Area Boards, the administrative structure under nationalisa- 
tion, and the immediate problems of the transfer period. 

National Board Series. 20s. net 


Welfare and Competition 


The Economics of a Fully Employed Economy 
TIBOR SCITOVSKY 


Deals with general economic theory, other than employment theory. 
It contains the theory of pure and monopolistic competition, with special 
emphasis upon welfare aspects—that is, on the efficiency of the different 
forms of competition. Beginning with an analysis of the consumer and 
of the individual firm, the main stress is nevertheless laid on the analysis 
of the economic system as a whole. 25s. net 


The Gambia 


The Story of the Groundnut Colony 
Lapy SOUTHORN 


The author gives the story of the Colony’s long history, describes the 
great river—the Gambia—from which the Colony takes its name, and gives 
an insight into the lives and customs of its peoples of many tribes. 

Illustrated. 21s. net 





40 MUSEUM STREET, LONDON, W.C.1 























Publications of the International Labour Office 





Subscription Rates and Prices for 1952 


I. INTERNATIONAL LABOUR REVIEW. 


Monthly. Articles on economic and social topics; statistics of 
employment, wages, cost of living, etc. 


Price: per number, 60 cents, 3s. 6d. ; 
per year, $6.00, {1 16s. 


II. INDUSTRY AND LABOUR. 


Issued twice a month. Information concerning the activities of 
the I.L.O. and current events in the field of industrial relations, 
employment, migration, conditions of work, social security and 
the activities of employers’ and workers’ organisations. 


Price : per number, 25 cents, 1s. 6d.; 
per year, $5.00, £1 10s. 


Ill. LEGISLATIVE SERIES. 


Issued in instalments every two months. Reprints and trans- 
lations of laws and regulations. 


Annual subscription : $7.50, £2 5s. 


IV. OCCUPATIONAL SAFETY AND HEALTH. 


Quarterly. Problems of accident prevention. 


Price: per number, 75 cents, 4s. 6d.; 
per year, $2.50, 15s. 


V. YEAR BOOK OF LABOUR STATISTICS. 


Employment, hours of work, wages, prices, migration, etc. 


Price: paper, $5.00, £1 10s.; 
cloth, $6.00, £1 16s. 


VI. REPORTS OF THE INTERNATIONAL LABOUR 
ORGANISATION TO THE UNITED NATIONS. 

A periodical summary of the work of the Organisation. 
At varying prices. 


Any publication can be purchased singly. 
Inclusive subscription to all I.L.0. publications: per year, $45.00, £13 10s. 














IX. 


Pul 

















Publications of the International Labour Office 





Subscription Rates and Prices for 1952 


VII. OFFICIAL BULLETIN. 
Issued at irregular intervals. Official documents and information 
concerning the International Labour Organisation, including the 
texts adopted by the Conference and other meetings. 


Price: per year, $1.00, 6s. 


VIll. MINUTES OF THE GOVERNING BODY. 


Published session by session. 
Annual subscription : $5.00, £1 10s. 


IX. DOCUMENTS OF THE INTERNATIONAL 


LABOUR CONFERENCE. 


Questionnaires and Reports, the Director-General’s Report, Final 
Record, and text of nventions and Recommendations. 


Annual subscription : $10.00, £3. 


X. THE INTERNATIONAL LABOUR CODE. 


A systematic arrangement of the Conventions and Recommenda- 
tions adopted by the International Labour Conference with 
appendices and notes. Second edition, 1952, in two volumes. 


Price : $10.00, £3. 


XI. OCCUPATION AND HEALTH. 
Encyclopaedia of Industrial Hygiene (new edition in preparation). 


XII. STUDIES AND REPORTS 
on economic and social subjects. 
At varying prices. 


XIII. COLLECTIONS OF TEXTS 


of international social or economic importance. 


TECHNICAL PAPERS AND PAMPHLETS 


on current social and economic problems, legislation and admin- 


istrative practice. 
At varying prices. 


Publications, specimens of periodicals and the catalogue of current prices 
may be obtained from the addresses overleaf. 














Science & Society 


(Established 1936) 
Volume XVI, Number 3, Summer 1952 


Decadence in the Art of T. S. Eliot . ... . . by Russell AmEs 

The Point Four Program: Promise or Menace ? . by Herman OLDEN and 
Paul PHILLIPS 

The First International and the Great Powers. . by Samuel BERNSTEIN 

Nationalism and Language Reform in China . . by Morris SwADESH 


Book Reviews 
Quarterly, 50c. single copy $2.00 per year ($2.50 foreign) 


SCIENCE & SOCIETY, Inc., 30 East 20th StrEET, New York 3, N.Y. 








PHILOSOPHIC ABSTRACTS 


This quarterly publication is the international abstract journal of philosophy, ethics, logic, metaphysics 
and allied fields. Brief abstracts provide a comprehensive survey of all important new books in philosophy. 


Subscription : $5.00 per year. 
Recent Books of Interest 


McELrRoy : Modern Philosophers, $4.00. 

Moore : Readings in Oriental Philosophies, $3.00. 
FaTEMI: Diplomatic History of Persia, $6.00. 
MAYER: Essentialism, $3.25. 

LEBKICHER : Saudi Arabia, $6.00. 

JasPErRS : Existentialism and Humanism, $3.50. 


Russell F. Moore Co., Inc. 475 Fifth Avenue, New York 17, N.Y. 











¢ A quarterly review which acquaints social 
e scientists in various countries with work con- 
ducted by organisations and individuals con- 


cerned with an objective approach to human 
INTERNATIONAL relation 
SOCIAL est 
SCIENCE Published by the United Nations Educational, 
Scientific and Cultural Organization, Paris 


Subscription : $3.50; 21s. 
BULLETIN Sine ops Fi; 


THE ECONOMIC RECORD 


The Journal of the Economic Society of Australia and New Zealand 








As the journal of the Economic Society of Australia and New Zealand, the Economic Record is the main 
source for those who are interested in discussion, at the professional level, of economic problems in those 
countries. But it is not confined to local subjects or local authors. It includes articles of general interest 
in the field of theoretical and descriptive economics, econometrics and economic history. 


Published half-yearly in May and November 
Single copies : 6s. (Australian) Annual subscription : 12s. (Australian) 


Subscriptions should be sent to the publishers: The Managing Director, 
Tue MELBOURNE University Press, Melbourne, N. 3, Australia. 














